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TO  CBMTE  A^BLD  COMMEECE  COKPOEATTON 


TBiXBSDAY,  JANUARY  22,  1931 

Subcommittee  No.  2  of  the 

COMMITTSB  ON  THE  JuDUCIABY 

The  subcommittee  met  at  2  o'clock  p.  m.,  Hon.  Charies  A.  Chns- 
topherson  (chairman)  presidmg. 

Mr.  Chbistoph|»80n.  We  shall  take  up  for  consideration  H.  R. 
14454.  Congressman  Celler,  the  proponent  of  the  bill,  is  here,  and 
we  shall  be  glad  to  hear  from  him.   The  bill,  H.  R.  14454,  follows: 

IH.  R.  144M,  Seventy-llret  Congress,  third  session] 
A  BILL  To  fur»Mr  tbe  commerce  of  the  United  States  by  creating  the  World  Commerce  Corporation 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
^Menca  in  Congress  assembled,  That  Robert  L.  Luce,  Horace  B.  Rogers  Eugene 
Mackey,  Hairy  H.  Atkinson,  Leonidas  D.  Smith,  and  such  other  persons  a» 
may  be  associated  with  them,  and  their  successors,  are  created  a  body  politic 
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and  corporate  by  name,  style,  and  title  of  the  World  Commerce  Corporation, 
and  by  that  name  shall  have  perpetual  succession,  and  have  power  to  sue  and 
be  sued,  plead  and  be  impleaded,  defend  and  be  defended,  in  all  courts  of  law 
and  equity  within  the  United  States  and  any  and  all  foreign  countries,  subject 
to  the  laws  of  the  Un|t^  i^tates  and  of  such  foreign  counties,  and  adopt  and 
have  a  common  seal. 

This  corporation  is  formed  to  serve  the  induttriOB  of  the  United  States  by — 

(A)  Organizing,  operating,  and  maintaining  a  clearing  hoyse  for  oommerce, 
through  which  a  world-wide  distribution  of  products  can  be  made; 

(B)  Establishing,  operating,  and  maintaining  foreign-trade  zones  in  or  adja- 
cent to  ports  of  en1a*y  under  ^e  jurisdiction  of  the  United  States; 

(C)  Erecting,  operating,  and  maintaining  shipping  terminals  with  all  neces- 
sary equipment,  including  storage  houses  and  fuel  stationsi  and  saving  all  means 
oi  transportation;  ' 

(D)  Gontrc^ng  reserves  of  natural  resources  that  will  supply  ships  with  re- 
turn cargoes  and  stabilize  prices  of  raw  materials,  which  the  indus^ies  <^  the 
United  States  must  obtain  from  abroad; 

(£)  Organizing  selling  and  purchasing  agencies  throughout  the  world  with 
clearing  facilities  for  manufacturers,  merchants,  exporteni,  importers,  and  citi- 
tens  of  the  United  States  for  all  kinds  of  commercial  transactions;  and 

(F)  Furnishine  loans  and  credits  through  banks  or  directly  to  corporations, 
firms,  and  individuals  and  to  maiuifacturers,  merchants,  exporters,  and  importers. 

And  to  advance  and  carry  out  the  foregoing  purpose  this  corporation  is  formed 
with  ihc  objects  of  doing  an}^  and  all  of  the  things  hereinafter  set  forth  to  tiie  lame 
extent  natural  persons  might  or  could  do  them,  namely: 

To  own,  buy,  sell,  build,  operate,  mortgage,  and  charter  vessels  and  vehicles 
€i  any  and  all  kinds;  to  eairy  on  a  general  merohandising,  exporting,  and  import- 
ing business;  to  purchase  or  otherwise  acquire  and  to  hold,  deal  in,  guarantee, 
convey,  operate,  lease,  mortgage,  and  pledge  bonds,  debentures,  notes,  shares  of 
capital  stodc  of  other  eorporationi,  and  real  and  personal  property  of  every  nature 
and  kind  deemed  necessary,  useful,  or  convenient  in  connection  with  the  business 
and  powers  of  the  corporation;  and  do  any  and  all  acts  or  things  incidental  thereto 
or  necessary,  useful,  or  convenient  to  the  corporatiou  and  the  exercise  by  it  of  its 
several  powers; 

To  borrow  momy  for  any  purpoee  and  in  any  amoiuii  and  for  any  length  of 

time,  and  make,  execute,  and  issue  bonds,  notes,  debentures,  certificates,  or  rights 
of  indebtedness,  in  such  amount  or  amounts  and  upon  such  terms  as  the  board  of 
directors  of  the  corporation  may  fix,  and  secure  the  same  by  mortgage,  deed  of 
trust  or  pledge  of  any  or  all  of  the  property,  real,  personal,  or  mixed; 

To  make  and  enter  into  contracts  of  every  nature  and  kind  and  the  same  to  keep 
and  perform  and  to  keep  continuously  advised  ui>on  commercial,  financial,  and 
legal  matters  which,  in  the  opinion  of  the  corporation,  affect  interstate  or  foreign 
commerce  or  a^rieiiltiiral  products.  derl^rsttTes,  or  fabrications  thereof;  and 

To  determine  by  surveys  whether  there  exists,  or  may  exist,  during  the  ensuing 
twelve  months  a  surplus  in  excess  of  normal  domestic  requirements  of  any  com- 
modity produced  in  the  United  States  and,  upon  its  own  initiative,  to  act  as  a 
eommon  marketing  agMrt  In  Um  Mmmt  ti  tlM  ptodueera  of  such  eommodity  or 
commodities. 

Sec.  2.  This  corporation  is  authorized  to  issue  debentures  exempt  from  Federal 
and  State  taxes  in  a  total  amount  not  to  exceed  $1,000,000,000  maturing  in  fifty 
years  from  dite  of  issue,  bearing  interest  at  the  rate  of  5  per  centum  per  annum, 
and  equally  secured  under  a  collateral  deed  of  trust  to  be  OMda  by  tha eotporation 
to  a  national  bank  or  trust  company  as  trustee. 

Sec.  3.  The  total  authorized  capital  stock  of  this  corporation  shall  be  ten 
milUcHi  ihares  of  the  par  value  of  $100  each,  the  same  to  be  classed  and  issued  as 
common  stock,  and  each  share  to  entitle  the  holder  thereof  to  one  vote.  The 
capital  stock  may  be  increased  from  time  to  timc^  as  may  be  necessary  for  the 
general  purposes  of  the  corporation. 

AQ  shares  of  stock  shall  be  pereonal  property  traarf erabfo  on  the  books  of  the 
corporation  only. 

The  stockholders  shall  not  be  liable  in  any  event  for  any  indebtedness  or  other 
obligations  incurred  by  the  corporation. 

Sso.  4.  That  the  above-named  incorporators  shall  have  power  and  authority 
to  make  such  by-laws  as  tliey  deem  proper,  useful,  or  convenient  for  carrying 
out  the  objects  of  the  corporation,  for  the  management  of  its  business  affairs, 
for  the  disposition  of  its  properties  and  assets,  the  enforcement  of  its  rights, 
provide  for  the  teime  of  offiee  and  the  powers,  authority,  and  duties  of  its  officers, 
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directors,  agents,  servants,  and  employees,  provide  the  manner  by  which  the 
capital  stock  may  be  increased  and  designate  within  the  United  States  the  prin- 
cipal office  at  which  stockholders'  and  directors'  meetings  shall  be  held.  The 
board  of  directors  shall  have  the  power  and  authority  from  time  to  time,  at  its 
pleasure,  to  modify,  amend,  ar  repeal  the  by-laws  whenever  it  considers  it  ad- 
visable: Pnmdedy  That  so^  by-laws  shall  not  eoi^t  with  any  laws  of  the 
United  States. 

Sec.  5.  That  the  stock,  property,  and  affairs  of  this  corporation  shall  be 
managed  by  a  board  consisting  of  not  more  than  ninety-nine  nor  less  than  three 
diieetors,  as  may  from  time  to  ikam  be  provided  for  in  the  by-laws,  all  M  whOTi 
shall  be  citizens  of  the  United  States.  They  shall  elect  from  their  own  number 
a  president  and  chairman  of  the  board,  and  either  from  their  own  number  or 
partly  from  their  own  number  and  partly  from  persons  not  directors,  one  or  more 
vice  presidents.  They  shall  also  elect  a  sseielsry  and  treasurer,  who  need  not 
be  directors.  They  may  appoint  one  or  more  assistant  secretaries  and  one  or 
more  assistant  treasurers  and  such  officers,  agents,  managers,  servants,  and  em- 
ployees as  they  may  deem  necessary,  who  shall  hold  the  office  during  the  pleasure 
of  the  board  and  no  longer. 

The  board  of  directors  may  also  appoint  an  executive  conunittee  and  such  other 
standing  or  special  committee  with  such  powers  and  authority  as  may  be  fixed  or 
permitted  by  the  by-laws  or  by  the  board  at  the  time  of  their  appointment. 

Sbc.  6.  That  the  incorporators  fai  this  act  shall  be  tiie  tet  board  of  direetm 
from  the  organization  of  the  corporation  and  shall  hold  office  until  their  successors 
are  elected,  and  there^ter  annual  elections  of  directors  shall  be  held  by  the  stock- 
holders at  meetings  fixed  by  the  bv-laws  and  to  be  called  for  that  purpose,  and  at 
such  annuel  deonon  a  majority  el  the  holdeni  of  the  outstanding  eommon  stoek, 
present  in  person  or  by  proxy,  shall  constitafce  *,qtMMnii%  «sidsB^  quoruiB  hj  % 
plurality  vote  shall  elect  the  directors. 

Directors  of  the  corporation  shall  hold  office  until  the  next  annual  meeting  and 
until  theur  sueeessors  are  deeted  and  qualified.  Vaeaneies  in  the  board  may  fcw 
filled  as  provided  in  the  by-laws.  A  majority  of  the  members  in  the  board  of 
directors,  duly  eleefced  and  qualified,  shall  constitute  a  quorum  at  any  meeting 
thereof. 

At  any  regular  or  special  meeting  of  the  stockholders,  called  for  that  purpose, 
any  one  or     of  the  board  of  directors  may  be  removed  and  their  offiee  oreffiese 

declared  vacant  by  a  majority  vote  of  the  stockholders. 
Sec.  7.  That  when  used  in  this  act — 

The  term    Secretaries"  means  the  Secretary  of  War,  the  Secretary  of  Cora^ 

merce,  and  the  Secretary  of  the  Treasury. 

The  term  "zone"  means  a  "foreign-trade  zone"  as  provided  in  this  act. 
The  term  "corporation"  means  the  World  Ck>mmerce  Corporation  formed  by 
this  act. 

Sec.  8.  The  Secretaries  are  hereby  auth<msed.  subject  to  the  conditions  and 
restrictions  of  this  act  and  of  the  rules  and  regulations  made  thereunder,  upon 
application  as  hereinafter  provided,  to  grant  to  the  corporation  the  privilege  of 
establishing,  operating,  and  maintaining  foreign  trade  zones  in  or  adjao^t  to 
ports  of  entry  under  the  jimsdiction  of  the  United  States.  Not  more  than  one 
zone  shall  be  authorized  in  or  adjacent  to  any  port  of  entry,  except  that  when  a 
port  of  entry  is  located  within  the  confines  of  more  than  one  State,  a  zone  may  be 
authorized  in  each  State  in  the  territory  comprised  in  such  port  of  entry. 

Sec.  9.  Foreign  and  domestic  merchandise  of  every  description,  except  such  as 
is  prohibited  by  law,  may  without  being  subject  to  the  custom  laws  of  the  United 
States,  except  as  otherwise  provided  in  this  act,  be  brought  into  a  zone  and  there 
stored,  exhibited,  broken  up,  repacked,  assembled,  distributed,  sorted,  refined, 
gT/tded,  cleaned,  mixed  with  foreign  or  domestic  merchandise,  or  otherWMC  manii>« 
ulated  and  be  exported,  and  foreign  merchandise  may  be  sent  into  custom  terri«< 
tory  of  the  United  States  therefrom,  in  the  original  package  or  otherwise;  but 
when  foreign  merchandise  is  so  sent  from  a  zone  into  custom  territory  of  the 
United  Stales  it  shall  be  subject  to  the  laws  and  regulations  of  the  United  States 
affecting  imported  merchandise:  Provided,  That  when  the  privilege  has  been  re- 
quested the  Secretary  of  the  Treasury  is  hereby  authorized  upon  being  indemni- 
fied to  issue  permits  and  make  rules  and  regulations  whereby  foreign  merchan- 
dSm  may  be  sent  from  a  tone  into  customs  territory  of  the  United  States  and  there 
manufactured,  assembled,  refined,  mixed  with  other  merchandise,  or  otherwise 
manipulated  and  within  twelve  months  from  date  of  issuing  permit  returned  to 
the  zone  and  exported  without  payment  of  duty  and  all  decisions  of  the  Secretary 
of  the  Treasury  in  refustng  to  issue  a  pwmit  er  eapeeUing  of  one  already  issued 
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(duin  b«  final  and  conclusive:  Provided  further^  That  subject  to  such  regulations 
Kspeoting  identity  nnd  the  nfeguattiing  of  the  revenue  tm  the  Secretary  of  the 
Treasury  may  deem  neoMMry,  articles,  the  growth,  product,  or  manufacture  of 

the  United  States,  and  articles  previously  imported  on  which  dutv  has  been  paid, 
or  which  liave  been  admitted  free  of  duty,  may  \fe  taken  into  a  zone  from  the 
custome  twritory  of  the  United  Statee  and  may  be  brought  back  thereto  free  from 
duty,  whether  or  not  they  have  been  combined  with  or  made  part,  while  in  sueh 
zone,  of  other  articles:  And  provided  further,  That  if  in  the  opinion  of  the  Secre- 
tary of  the  Treasury  their  identity  has  not  been  lost  such  articles  not  entitled  to 
free  entry  by  reason  of  nono(»nplianee  with  the  requirements  made  hereunder  by 
the  Secretary  of  the  Treasury  shall  be  treated  when  they  reenter  the  custom  tem- 
tory  of  the  United  States  as  foreign  merchandise  under  the  provisions  of  the 
tariff  laws  in  force  at  that  time. 

Sbo.  10.  The  Semtary  of  the  Treasury  shall  assign  to  the  aone  the  necessary 
customs  officers  and  guards  to  protect  the  revenue  and  to  pv^videlor  the  admiseion 
of  foreign  merchandise  into  customs  territory. 

Skc.  11.  Vessels  entering  or  leaving  a  zone  shall  be  subject  to  the  operation 
of  all  the  laws  of  the  United  States,  except  as  otherwise  provided  in  this  act,  and 
vessels  leaving  a  zone  and  arriving  in  customs  territory  of  the  United  States  Ai^i 
be  subject  to  such  regulations  to  protect  the  revenue  as  may  be  prescribed  by  the 
Secretary  of  the  Treasury. 

Bmc.  12.  Each  application  shall  state  in  detail— 

(1)  The  location  and  quahfications  of  the  area  in  which  it  is  proposed  to 

establish  a  zone  showing  (a)  the  land  and  water,  or  land  or  water  area,  or  land 
area  alone  if  the  apphcation  is  for  its  estabUshment  in  or  adjacent  to  an  interior 
port;  (b)  the  means  of  segregation  from  customs  territory;  (c)  the  fitness  of  the  area 
for  a  zone;  and  (d)  the  fi—itiimiei  of  eipansion  of  the  sone  area;      « ,  , 

(2)  The  facihties  and  appurtenances  which  it  is  proposed  to  provide  aild  the 
preliminary  plans  and  estimate  of  the  cost  thereof,  and  the  A»iating  fadUtles  and 
appurtenances  which  it  is  proposed  to  utihze; 

(3)  Tlie  time  within  which  the  corporation  proposes  to  cobumdco  and  com* 
plete  the  construction  of  the  zone  and  facilites  and  appurteoMMMi;  and 

(4)  Such  other  information  as  the  Secretaries  may  require. 

The  Secretaries  mav  upon  their  own  initiative  or  upon  request  permit  the 
amendment  of  the  aiq»oatieii.  Any  ezpansioii  of  the  area  of  an  established  sone 
■hall  be  made  and  approved  in  the  same  manner  as  an  original  application. 

Sec.  13.  If  the  Secretaries  find  that  the  proposed  plans  and  location  are 
suitable  for  the  accomplishment  of  the  purpose  of  a  foreign-trade  zone  under 
this  act,  and  that  the  facilities  and  appurtenances  which  it  is  proposed  to  pro- 
vide are  sufficient,  they  shall  make  the  grant.  Hio  deelrion  of  the  Seerataries 
shall  be  final  as  to  the  grant  of  the  application. 

Sue.  14.  The  Secretaries  shall  prescribe  such  rules  and  regulations,  not  incon- 
sistent with  the  provisions  of  this  act  or  the  reules  and  regulations  of  the  Secre- 
tanr  of  the  Treasury  made  hereunder,  m  may  be  necessary  to  carry  out  this  act. 

Sec.  15.  The  Secretaries  and  the  corporation  shall  cooperate  with  the  State 
and  any  subdivision  thereof  and  any  municipality  in  which  the  zone  is  located,  in 
^e  exercise  of  their  police,  sanitary,  and  other  powers  in  and  in  connection  with 
the  sone.  They  shall  also  cooperate  with  the  United  States  Custom  Service, 
the  Bureau  of  Immigration,  and  such  other  Federal  agencies  as  have  jurisdiction 
in  ports  of  entry. 

BBC.  16.  For  the  purpose  of  facilitating  the  investigation  of  the  Secretaries 
and  their  work  in  the  granting  of  the  privUege  in  the  establishment,  operation, 

and  maintenance  of  a  zone,  the  President  may  direct  the  executive  departments 
and  other  establishments  of  the  Government  to  cooperate  with  the  Secretaries, 
and  for  such  purposes  each  of  the  several  departments  and  establishments  are 
authorised,  upon  direction  of  the  President,  to  fumlrit  to  the  Seerotaries  such 
records,  papers,  and  information  in  their  possession  as  may  be  required  by  them, 
and  temporarily  to  detail  to  the  service  of  the  Secretaries  such  officers,  experts, 
or  engineers  as  may  be  necessary. 

Sac.  17.  If  the  title  to  or  right  of  user  of  any  of  the  properties  to  be  included 
in  a  zone  or  a  shipping  terminal  and  that  which  may  be  needed  for  rights  of  way, 
waterways,  railways,  roads,  and  executive  purposes  in  connection  with  the  same, 
is  in  or  under  the  jurisdiction  of  the  United  States,  then  the  department  or  oflficer 
of  tlie  United  Sta^  having  control  of  same  is  hereby  authorised  to  sell  or  lease 
such  properties  to  the  corporation  for  those  purposes,  and  where  the  title  has  not 
been  vested  in  a  department  of  the  United  States  the  Secretary  of  War  is  hereby 
authorized  to  make  an  agreement  with  the  corporation  for  the  use  of  such  prop* 
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erties:  Provided f  That  in  his  opinion  navigation  in  the  surrounding  waters  will 
not  be  affected. 

Sbc.  18.  If  the  title  to  or  right  of  user  of  any  of  the  properties  to  be  included 
in  a  zone  or  a  shipping  terminal  and  that  which  may  be  needed  for  right  of  ways, 
waterways,  railways,  roads,  and  executive  purposes  in  connection  with  same  is  not 
vested  in  the  United  States,  the  corporation  uiall  provide  for  the  payment  of  the 
purchase  price  of  such  properties  to  the  Secretary  of  War,  who  is  hereby  author- 
ized to  acquire  the  properties  by  purchase,  condemnation,  or  otherwise,  in  the 
name  of  the  United  States  and  convey  same  to  the  corporation. 

Sec.  19.  The  corporation  shall  provide  and  maintam  in  connection  with  the 
■one — 

(a)  Adequate  slips,  docks,  wharves,  warehouses,  loading  and  unloading  and 
mooring  facilities  where  the  zone  is  adjacent  to  water;  or,  in  the  case  of  an  inland 
zone,  adequate  loading,  unloading,  and  warehouse  facilities; 

(b)  Adequate  transportation  connections  with  the  surrounding  territory  and 
with  all  parts  of  the  United  States,  so  arranged  as  to  permit  of  prt^wr  guarding 
and  inspection  for  the  protection  of  the  revenue; 

(c)  Adequate  facilities  for  coal,  oil,  or  other  fuel  and  for  light  and  power; 

(d)  Adequate  water  and  sewer  mains; 

(e)  Adequate  quarters  and  facilities  for  the  officers  and  employees  of  the 
United  States,  States  and  muninupaUty  whose  duties  may  require  their  presence 
within  the  zone; 

(f)  Adequate  indosures  to  segregate  the  zone  from  custom  territonr  for  pro- 
tection of  the  revenue,  together  with  suitable  provisions  for  ingress  and  egress  of 

persons,  conveyances,  vessels,  and  merchandise;  and 

(g)  Such  other  facilities  as  may  be  required  by  the  Secretaries  acting  jointly, 
rape.  20.  The  corporation  may  with  the  approval  of  the  Secretaries  and  under 

reasonable  and  uniform  regulations  for  like  conditions  and  circumstances  to  be 
prescribed  by  them,  permit  private  persons,  firms,  corporations,  or  associations 
to  erect  such  buildings  and  other  structures  withm  the  zone  as  will  meet  their 
particular  requirements:  Provided,  That  such  permission  shall  not  constitute  a 
vetted  right  as  against  the  United  States  nor  interfere  with  the  regulations  of  the 
corporation  or  the  permittee  by  the  United  States,  nor  interfere  with  or  compli- 
cate the  revocation  of  the  grant  by  the  United  States:  Provided  further ,  That  in 
the  event  of  the  United  Stetes  or  the  corporation  desiring  to  acquire  the  property 
of  the  permittee  no  good  will  shall  be  considered  as  accruing  from  the  privilege 
granted  to  the  zone:  And  provided  further,  That  such  permits  shall  not  be  granted 
on  terms  that  conflict  with  the  public  use  of  the  zone  as  set  forth  in  this  act. 

Sec.  21.  Each  zone  shall  be  operated  as  a  public  utility,  and  all  rates  and 
<diarges  for  all  services  or  privileges  within  the  sone  shall  be  fair  and  reasonable, 
and  the  corporation  shall  afford  to  all  who  may  apply  for  the  use  of  the  zone  and 
its  facilities  and  appurtenances  uniform  treatment  under  like  conditions,  subject 
to  such  treaties  or  commercial  conventions  as  are  now  in  force  or  may  hereafter 
be  made  from  time  to  Ume  by  the  United  States  with  foreign  governments  and 
the  cost  of  maintaining  the  additional  customs  service  required  under  this  act 
shall  be  paid  by  the  operator  of  the  zone. 

Sec.  22.  No  persons  shall  be  allowed  to  reside  within  the  zone  except  Federal, 
State,  or  municipal  officers  or  agents,  guards,  watehmen,  and  agente  of  the 
corporation  whose  resident  presence  is  deemed  necessary  by  the  Secretaries. 

The  corporation  shall  prescribe  rules  and  regulations  regarding  employees  and 
other  persons  entering  and  leaving  the  zone.  All  rules  and  regulations  con- 
cerning the  protection  of  the  revenue  shall  be  approved  by  the  Secretary  of  the 
Treasury. 

The  Secretaries  or  the  corporation  may  at  any  time  order  the  exclusion  from 
the  zone  of  any  goods  or  process  of  treatment  that  in  their  judgment  is  detri- 
mental to  the  public  interest,  health,  or  safety. 

No  retail  trade  shall  be  conducted  within  the  zone  except  under  permite  issued 
by  the  corporation  and  approved  by  the  Secretary  of  the  Treasury.  Such  per- 
mittees shfdl  sell  no  goods  except  such  as  are  brought  into  the  zone  from  customs 
territory. 

Sbc.  23.  The  form  and  manner  of  keying  tiie  aeoounte  of  each  sone  shall  be 

prescribed  by  the  Secretaries. 

Sec.  24.  The  grants  shall  not  be  sold,  conveyed,  transferred,  set  over,  or 
assigned. 

Sec.  25.  In  the  event  of  repeated  vicdations  of  any  of  the  provisions  of  this 

act  by  the  corporation,  the  Secretaries,  or  a  majority  of  tnem,  may  revoke  the 
grant  after  four  months'  notice  to  the  corporation  and  affording  it  an  opportunity 
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to  be  heard.  The  testimony  taken  before  the  Secretaries  shall  be  reduced  to 
writing  and  filed  in  the  records  of  the  Department  of  Commerce,  together  witn 
the  decision  reached  thereon. 

In  the  conduct  of  any  proceeding  under  this  section  for  the  revocation  of  a 
nwit  the  Secretaries  may  compel  the  attendance  of  witnesses  and  the  giving  of 
VBetimony  and  the  production  of  documentary  evidence  and  for  such  purpose 
IkiAT  Invoke  the  aid  of  the  district  courts  of  the  United  States. 

An  order  under  the  provision  of  this  section  revoking  the  grant  issued  by  the 
Secretaries  shall  be  final  and  conclusive,  unless  within  ninety  days  after  its  service 
ttie  corporation  appeals  to  the  circuit  court  of  appeals  for  the  circuit  in  wnich  the 
aone  is  located  by  filing  with  the  clerk  of  said  court  a  written  petition  praying 
that  the  order  of  tne  Secretaries  be  set  aside.  Tne  clerk  of  the  court  in  which 
sucn  a  petition  is  filed  snail  immediately  cause  a  copy  tnereof  to  be  delivered  to 
the  Secretaries  and  they  shall  forthwith  prepare,  certify,  and  file  in  the  court  a 
full  and  accurate  transcript  of  the  record  in  the  proceedings  held  before  them  under 
this  section,  the  charges,  the  evidence,  and  the  order  revoking  the  grant.  The 
testimony  and  evidence  taken  or  submitted  before  the  Secretaries,  duly  certified 
and  filed  as  a  part  of  the  record,  shall  be  considered  by  the  court  as  the  evidence 
in  the  case. 

On  such  appeal  the  court  shall  review  the  record  of  proceedings  before  the 
Secretaries,  and,  if  a  decisions  of  said  Secretaries  shall  be  supported  by  evkieiioe» 
shall  only  make  decision  on  errors  of  law. 

Sec.  26.  In  case  of  a  violation  of  this  act,  or  any  regulation  of  Hie  Seeretariea 
under  this  act,  by  the  corporation,  any  officer,  agent,  or  employee  thereof  respon- 
sible for  or  permitting  any  such  violation  shall  be  subject  to  a  fine  of  not  mof« 
than  $1,000.  Each  day  during  which  a  violation  continues  after  the  Secretaries 
have  served  notice  on  the  eorporatfon  to  stop  sndi  vicdation  shall  constitute  a 
•eparate  offense. 

Sec.  27.  Any  national  banking  association  may  invest  in  the  stoek  or  other 
securities  of  the  corporation,  under  the  provisions  of  this  act. 

Sbc.  28.  Any  governmental  estabimnnent  in  the  executive  branch  of  the 
Government  is  authorized  to  act  as  agents  of  the  corporation  in  the  administration 
of  the  functions  vested  in  it  by  this  act,  and  the  President  may,  by  Executive 
orde^  direct  any  governmental  establishment  to  assist  the  corporation  in  its 
hmeaoiis  under  the  provisions  of  thli  aet,  and  to  furnish  such  information  and 
data  pertaining  to  same  as  may  be  contained  in  the  records  of  such  governmental 
establishment. 

The  order  of  the  President  shall  define  the  assistance  to  be  given  and  provide 
auch  Umitatiom  as  to  the  use  oi  the  information  and  data  as  he  deems  advisable. 

Sec.  29.  The  corporation  shall  make  to  the  Secretaries,  annually  and  at  sudi 
times  as  they  may  prescribe,  reports  containing  a  full  statement  of  its  operations 
of  each  zone,  together  with  a  financial  statement  of  the  corporation,  with  the 
names  and  addresses  of  its  officers  and  directors,  to  be  signed  by  its  president, 
▼ice  president,  or  secretary,  and  such  other  information  as  the  Beeretaries  may 
require. 

The  Secretary  of  Commerce  shall  make  a  report  to  Congress  on  the  first  day  of 
eaeh  regular  session  containing  a  summary  of  the  operations  of  each  zone  and 
tnmsmit  therewith  copies  of  the  annual  report  of  the  corporation. 

If  any  provision  of  this  act  or  the  application  of  such  provision  to  certain  cir- 
cumstances be  held  invahd,  the  remainder  of  the  act  and  the  application  of  such 
provisions  to  circumstances  other  than  those  as  to  which  it  is  held  invalid  shall 
ttot  be  affected  thereby. 

Sec.  30.  The  right  to  alter,  amend,  or  repeal  this  act  is  hereby  reserved. 

Skc.  31.  This  act  may  be  cited  as  the  World  Commerce  Corporation  act  of  1931.  . 

STATEMENT  OF  HON.  EMANUEL  CELLER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Cbllbb.  Mr.  Chairman  and  mfimbers  of  the  comnuttee,  I 
desire  to  pnt  in  the  record  a  letter  addMsed  to  me  by  former  Supreme 
Court  Justice  of  the  Supreme  Court  of  the  State  of  New  York  Kobert 
L.  Luce  indicating  his  views  on  this  biU.  Judge  Luce  is  one  of  this 
original  incorporators  whose  names  appear  in  the  bill.  It  is  «  brief 
k^tter  and  I  should  like  to  have  it  placed  in  the  record. 
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Mr.  Christophbbson.  It  may  be  put  in  the  record. 

M  aboh  6,  1030. 

Hon.  EmANUBL  CSLLBB, 

Mmher  of  Congress, 

Washington,  D.  C. 

Dbar  Mr.  Cellar:  The  bill  to  create  the  World  Commerce  Corporation  (H. 
R.  9635)  which  you  have  introduced,  is  a  measure  that  will  serve  the  industries 

of  the  entfre  country.  .    .    i       i  *  ^ 

Buying  and  selling  agencies  will  be  maintained  in  all  the  prmcipal  markets  of 
the  world,  which  will  further  the  sales  of  the  products  of  this  country . 

Arrangements  will  be  made  whereby  products  will  be  paid  for  against  bills  of 
lading,  utd  the  debenture  issue  exempt  from  taxation  will  provide  the  corporation 
with  a  revolving  fund  with  which  it  can  extend  all  necessary  commercial  credit, 
charging  only  6  per  cent  interest,  and  not  limited  by  the  commercial  necessities 
of  the  ordinary  banks  of  discount  and  credit.     '  j.  i 

Shipping  bases  and  fuel  stations,  and  warehouses  will  be  established  at  locBj 
tions  so  as  to  serve  the  commerce  of  all  countries,  and  properties  will  be  owned 
and  controlled,  containing  great  quantities  of  natural  resources,  the  products 
from  which  will  be  assembled  at  the  shipping  bases  supplying  cargoes  fromAmeri- 
can  ships  returning  from  any  port  in  the  world;  this  wiU  insure  the  finiiimiiil  sue- 
cess  of  the  mercantile  marine  of  this  country.  ^       •  j   i.  •     *  ^.u*- 

The  control  of  this  great  reserve  of  resources  will  prevent  the  industries  ot  thm 
country  from  having  to  pay  exorbitant  prices  to  foreign  monopolies  for  the  prod- 
ucts which  must  be  obtained  from  abroad.    .    ,  .     i  • 

The  foreign  trade  zones  as  provided  for  in  this  bill  will  be  terminals  for  cleanng 
merchandise,  and  the  restrictions  placed  on  same  will  prevent  their  use  as  a  storage 
for  foreign  merchandise  to  be  dumped  on  the  market  of  this  country  when  most 
disadvantageous  to  American  interests. 

The  passage  of  this  bill  will  give  the  World  Commerce  Corporation  proper  legal 
standing  in  all  countries  of  the  world,  which  no  corporation  organized  under 
State  laws  has,  due  to  the  constitutional  provisions  which  prohibit  States  from 
having  diplomatic  representatives  in  other  counties.  x,  ,  * 

Through  the  corporation,  the  markets  of  the  world  will  be  at  the  disposal  of 
every  industry  in  this  country,  and  stabilized  prices  will  be  maintained  for  prod- 
ucts, which  will  prevent  unemployment  and  insustrial  depression  such  as  the  entire 

country  is  now  having.  . .     .    «  \    ,  xi..     x   u  i  4.u^ 

The  people  of  every  State  are  looking  to  Congress  to  do  something  to  help  the 
present  senous  sitiu^n,  and  tiie  passage  of  this  bUl  wiU  give  the  p 

I  can  not  urge  too  strongly  upon  you  the  necessity  of  early  action  upon  this  bill, 
and  request  yOu  to  see  the  other  members  of  the  Judiciary  Committee,  and  have 
them  join  with  you  in  reporting  the  bill  out,  so  that  it  can  be  passed  by  the  House 
at  the  earliest  possible  date.  The  country  needs  it,  and  the  people  are  anxiously 
waiting  for  something  to  be  done  which  will  give  relief  to  the  present  situation. 
Cordially  yours,  Robbb.  L.  Luca- 

'"  H.  R.  9635  ' 

BuiofABtCBD  Statbmbnt  bt  Robert  L.  Luce,  Ex-Justicb  Of  VHB  SlVFBBia 

Court  op  New  York  City 

A  BILL  To  create  the  World  Commerce  Corporation  has  been  introduced  in  the  House  of  Btfpnsentetivw 
of  the  United  States  and  refrared  to  the  Committee  on  Uim  Judioianr 

SPECIAL  FBOVUION8 

1.  World  Commerce  Corporation  created  by  act  of  C<Migress  will  have  the 
prestige  of  the  United  States,  and  have  legal  standing  throughout  the  wodd 
equaJ  to  that  of  federal  corporations  of  other  countries. 

2.  Foreign-trade  Zones,  as  provided  in  this  bill,  will  permit  the  egtabKnhment 
BBd  opcorauon  of  terminals  for  atoring  and  deuing  ptoaoA  for  eKpoit»  wlllMt 
going  through  the  usual  custom  regulations. 

Note. — The  other  provisions  provided  for  in  the  bill  would  be  allowed  to 
corporations  organized  under  the  laws  of  a  State. 
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BASIC  OBJBGT8 

1.  Establish,  operate,  and  maintain  a  clearing  house  for  commerce,  through 
which  a  world-wide  dktribution  of  products  can  be  made. 

2.  Control  reserves  of  natural  resources,  which  will  supply  ships  with  return 
cargoes,  and  stabilize  prices  of  raw  materiala,  which  the  industries  of  the  United 
States  must  obtain  from  abroad. 

3.  Engineering  and  research  department  wiU  be  established  and  maintained 
which  will  keep  the  industries  of  the  United  States  supplied  with  technical  infor- 
mation on  new  inventions,  and  will  prepare  plans  for  the  improveinont  of  internal 
waterways,  for  the  conservation  of  soil,  and  other  resources,  and  other  technical 
matters. 

Note —The  other  proviakma  pioi^ded  in  the  bfll  are  auxiliaries  in  furthering 
the  three  basic  objects.  ^ 

OBNERAL  INPORM ATION 

TT  World  Commerce  Corporation  is  being  organized  to  serve  the  industries  of  the 
united  States,  and  with  its  creation  by  act  of  Congress,  it  can  sue  in  the  markets 

•  ^"^.^^^^^Vl^  permitting  it  to  aet  directly  as  fbrefgn  representatives  of  the 

industnes  of  this  country. 

This  is  now  done  largely  through  foreign  institutions,  as  corporations  organized 
r.*  hmited  in  their  foreign  operations  due  to  the  con- 

stitutional  provisUms  whieh  piohibll  States  from  having  diplomatic  representa- 
tion with  other  countnes. 

Buyinc  and  selling  agencies  will  be  maintained  in  all  the  principal  markets  of 
which  will  further  the  sales  of  the  products  of  this  country. 

Shipping  bases  with  fuel  stations,  and  warehouses,  wffl  be  estoblished  and 
m^tamed  at  locations  so  as  to  serve  the  commerce  of  all  countries. 

I^operties  containing  great  quantities  of  natural  resources,  will  be  owned  and 
oontrolled,  and  the  products  from  same  will  be  assembled  at  the  shipping  bases 
supplying  cargoes  for  ^his.    These  cargoes  with  the  service  of  the  shipping  bases 
will  enable  the  mercantile  maifne  of  ^e  United  States  to  opmte  suooMrfullv  to 
all  ports  of  the  worid. 

«  w'?5?^  trade  sones  as  provided  for  in  the  biu,  will  supply  clearing  terminals 
for  both  domestic  and  foreign  commerce,  without  the  usual  custom  regulations. 

The  restrictions  under  the  bill  for  establishing  a  foreign  trade  zone,  insures  its 
proper  location,  and  materials  coming  into  this  country  from  a  foreign  trade  zone 
WiU  be  subject  to  the  custom  laws  and  regulations  at  the  time  of  their  entry. 

Finaneiat  airangements  will  be  made  £q  aD  oountries  whereby  purchases  of 
materials  can  be  paid  for  against  bills  of  lading,  and  the  tax  exemption  of  the 
debenture  issue  will  permit  the  extending  of  credits  at  6  per  oent  intsMt  in  clear- 
ing foreign  transactions.  *^ 

These  credits  will  be  established  throuA  local  banks,  and  will  not  be  limited 
*®rf°  amount,  as  in  the  case  of  the  ordinary  bank  loans. 

The  Engineering  and  Research  Department  will  develop  new  inventUms.  and 
ob^m  mformation  throughout  the  world  affecting  commerce 

Plans  wiU  be  made  far  Improving  toe  mtemal  waterways  in  connection  with  the 
foreign  trade  zones,  and  oonssrvatkm  of  natural  lesoursss,  and  aU  other  matters 
affecting  commerce. 

♦i^"^®!???^^^^.^!  bill  will  create  an  organization  through  whicli  commercial 
tfes  wiU  be  maintained  between  this  and  af  other  countriesmaking  a  stabilized 
commerce  throughout  the  worid. 

Mr.  Cblleb.  Thm  wmlj  be  some  qufistanii  as  to  ihe  right  or  policy 
of  Congress  to  incorporate  a  concern  or  a  corporation  known  as  the 
World  Commerce  Corporation.  Anticipating  any  questions  that 
might  anse  as  to  the  right  or  policy  of  Congress  to  mcoiporate  by  its 
own  act,  I  have  here,  which  I  would  like  to  put  into  the  record,  a  list 
of  mcorporations  by  act  of  Congress  from  1906  down  to  1928,  pro- 
pared  for  me  by  the  Lcigialative  £eleience  Sendee  of  the  library  of 
Congress.  *^ 
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INCOBI  ORATIONS  BY  ACT  OF  CONGRESS,  1906-1928 

Act  of  March  10, 1906  (34  Stat.  59-61).    Cwnegie  Foundation  for  the  Advance- 

"^Act^'of^AprilTe^  1906  (34  Stat.  117,  c.  1632).    Great  Coundl  of  the  United 
States  of  the  Improved  Order  of  Red  Men.  ,      ,      .      ^        ,  „ 
Act  of  May  1,  1906  (34  Stat.  161,  c.  2074).    American  Cross  of  Honor. 
Act  of  May  1,  1906  (34  Stat.  162-163).    The  Edes  Home.  ^ 
Act  of  May  26,  1906  (34  Stat.  203,  c.  2560).     Archaeological  Institut©  of 

^  A^t^of  June  9,  1906  (H  Stat  NMional  Society  of  the  Sons  of  the 

American  Revolution.  v         ..     ,  -r^j     j.-      a     ^:^4.:^^  ^ 

Act  of  June  30,  1906  (34  Stat.  804-808).    National  Education  Association  of 

*^AJt'^uSS'Mj  l906  <84Stiit.8^  Brie  4  Ohio  River  Ship  Canal 

^Act  of  January  31,  1907  (34  Stat.  867).  International  Sunday  School  Assocl- 

ASt'^f  F^bS^  21,  1907  (84  Stilt.  914,  o.  1180).  National  Child  Labor  Com- 

Act  of  February  25,  1907  (34  Stat.  928).   National  German- American  Alliance 

of  the  United  States  of  America.  ^„  „  ,  ji^jxi^ 

ActofMaioh  2, 1907(848111*.  1226, 0.2632).  Hunganan  Reformed  Federatwii 

of  America.  _     ,    ,      ,    ,  o.^   4  j 

Act  of  May  30,  1908  (36  Stat.  476).    Brotherhood  of  St.  Andrew. 

Act  of  Mav  30,  1908  (36  Stat.  476-478).    CoMresMonal  Club. 

Act  of  February  25,  1909  (86  Sittt.  646^  0.  iSft.  Imptmal  Palace,  Dramatw 
Order  Knights  of  Khorassan.  ,     ,      xr-  i  i 

Act  of  March  4,  1911  (36  Stat.  1361-1362).  National  McKinley  Birthplace 
Memorial  Association.  .  x-  « 

Act  of  May  9,  1912  (37  Stat.  108-109).  American  Numi^atic  Assodatum. 

Act  of  August  21,  1912  (37  Stat.  322-323).    Naval  History  Society. 

Act  of  January  30,  1913  (37  Stat.  654-666).  American  Hospital  of  Pans. 

Act  of  February  4,  1913  (37  Stat.  660-662).   National  Institute  of  Arts  and 

Act  of  March  3,  1915  (38  Stat.  954-955).   Ellen  Wilson  Memorial  Home. 

Act  of  April  1 7, 1916  (39  Stat.  51,  c.  77) .  American  Academy  of  Arts  and  Letters. 

Act  of  June  15,  1916  (39  Stat.  227-229).    Boy  Scouts  of  America. 

Act  of  April  5,  1918  (40  Stat.  506-512).    War  Finance  Corporafaon. 

Act  of  August  6,  1919  (41  Stat.  273-274).    Near  East  Relief. 

Act  of  September  16,  1919  (41  Stat.  284-285)  American  Legion. 

Act  of  May  31,  1920  (41  Stat.  691'-694).    Roosevelt  Memorial  A^ociation. 

Act  of  March  3,  1923  (42  Stat.  1441).    Belleau  Wood  Memorial  Associatwo. 

Act  of  June  3,  1924  (43  Stat.  358-360).    Grand  Army  of  the  Repubhc. 

Act  of  June  3,  1924  (43  Stat.  360-363).    Inland  Waterways  Corporation. 

Act  of  June  7,  1924  (43  Stat.  535-536).   United  States  Blind  Veterans  of  the 

World  War.  «  ^     .      .      «r  i., 

Act  of  February  24,  1926  (43  Stat.  966-969).    American  War  Mothers. 

CHARTERS  AMENDED 

Act  of  March  30,  1906  (34  Stat.  92,  c.  1362).  Masonic  and  Eastern  Star 
Home  of  the  District  of  Columbia.  •  x- 

Act  of  June  6, 1906  (34  Stat.  214,  c.  2682).  Masonic  Mutual  Rehef  Assomtion 
of  the  District  of  Columbia.  ^  ,  ^     ,  , 

Act  of  June  28,  1906  (34  Stat.  632-636).  Washington  &  Western  Marylan4 
Railroad  Co.  _  ,  »   -        ^    x  < 

Act  of  June  29,  1906  (34  Stat.  614).  Gwmd  Lodge  of  the  Ind^ndent  Order  of 
Odd  Fellows  of  the  District  of  Columbia.  „  r,,     .  ^ 

Act  of  January  31,  1907  (34  Stat.  868,  c.  437).    National  Savings  &  Trust  Co. 

Act  of  February  2,  1907  (34  Stat.  875,  c.  455).  Convention  of  the  Protestant 
Episcopal  Church  of  the  Diocese  of  Washington. 

Act  of  February  26,  1907  (34  Stat.  984,  c.  1634).  Supreme  Lodg^  of  the 
Knights  of  Pvthias.  ,  ^ .,    .       .  x- 

Act  of  May  30,  1908  (35  Stat.  654,  c.  232).    Masonic  Mutual  Life  Association 

of  the  District  of  Columbia.  ^     ,         „       .  ^ 

Act  of  March  3, 1909  (35  Stat.  888,  c.  267) .   Washmgton  Home  for  FoundhngB. 
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Act  of  June  22,  1910  (36  Stat.  590-591).    St.  Vincent's  Orphan  Asvlum. 
Act  of  June  23,  1910  (36  Stat.  604,  c.  372).    American  National  Red  Cross. 

^^Act  of  December  19,  1910  (36  Stat.  887,  c.  4).    Washington  Sanitary  Housing 

Act  of  February  18,  1911  (36  Stat.  920,  c.  116).  Firemen's  Iiisiti»Bee  Co.  of 
Washington  and  Georgetown,  in  the  District  of  Columbia. 

Act  o?  June  6,  1912  (37  Stat  124,  c.  154).    American  Academy  in  Rome. 

Act  of  December  10,  1912  (37  SUt.  «47^.  1).    American  National  Red  Cross. 

Act  of  February  3,  1913  (37  Stat.  6te,  c.  m  Owman  Orphan  Asylwm 
Association  of  the  District  of  Columbia.  ^^jr^wu 

Act  of  May  27,  1914  (38  Stat  383,  c.  101).    National  Academy  of  Sciences. 

Act  of  January  20,  1915  (38  Stat.  795,  c.  15).    King  Theologicil  Hall. 

Act  of  March  3  1915  (38  StalfSS,  c.  fW).  WtimJ  8ocfe»y  rt?flS  Diughtere 
of  the  American  Reyolution. 

Cr^*      February  27,  1917  (39  Stat.  946,  c.  137).    American  National  Bed 

Act  of  July  25  1918  (40  Stat.  fl7,  c.  ^tM^nA  GermMi^Aiiierioan 

Alliance  (repeal  of  charter). 

Act  of  August  11  1919  (41  Stat.  278,  c.  43).    Convention  of  the  Protestant 
Episcopal  Church  of  the  Diocese  of  Washington.  v««.*»ui, 
Act  of  Mav  13  1920  (41  0li^  M8,  u.  M*.    IMfonal  iBileeatkm  Association 

or  the  Uniten  otates. 

poratk>V(reilvi3)      '^^^'^^^y  ^'  ^^^^  c.  9).    War  Finance  Cor- 

Act  of  March  3'  1?21  (41  Stet.  13W,  c.  181).   Amerloan  National  lUsd  Cross. 
America  ^'^^  ^^^D-   National  CJonsorvatory  of  MusiVS 

Act  of  August  24,  1921  (42  Stat.  181-185).     War  Finance  Corporation. 
Act  of  November  23,  1921  (42  Stat.  324,  c.  144).    Gonzago  College. 
Act  of  January  31,  1922  (42  Stat.  360-361).    Prospect  HiU  Cem^ry. 
D^rict  of  Columbil^^^       Stat.  417,  c.  98).   Potomac  Insuranee  Co.  of  the 

Clubs  ^'  Federation  of  Women's 

r  A^^i  ^^T^^""  Stat.  1020).    Acacia  Mutual  Life  Association. 

Ltodaln^'c^yonO  "^'^^  ^'^^'^^^ 

M^oi^Ill^oc!  J        ^'  ^^>-    ^•^^  ^^^'^^  "^^P^ 

Cotumbia^*^  24,  1924  (43  Stat.  153  c.  185).    Medical  Society  of  the  District  of 

Act  of  June  7,  1924  (43  Stat.  635  c.  32»).    American  Academy  in  Rome. 
oA^12:^r:^^^^^^^  NaUonal  SocJ^iy  ^  the  son. 

of  the*  Illi^^Vy^^oi''        '  "         ^^^^^^"^  ^'^'y 

Act  of  June  16  1926  (44  Stat.  751  c.  598) .    National  Institute  of  Social  Sciences. 

Act  of  June  2V»26  (44  Stat.  777  c.  707).    Saint  Joseph's  Home  and  School 

iv^i^^  ""'iSf^K^'  13^7  c.  312).    Lucy  Webb  Hayes  National 

Training  School  for  Deaconesses  and  Missionaries.  ^^»M««ai 

of  A^eri^^  ^'  ^  ®*  CathoUc  University 

^^^t^May  29,  1928  (45  Stat.  978-981;  Public,  No.  601).    Inland  Waterways 

AUTHORIZATIONS 

mtnt^To^kii  Co^  Improve. 

•.A®*  September  8, 1016  (99  SUt.  731  sec.  11).  United  States  Shipping  Board 
•uthorized  to  form  one  or  more  corporations  under  D.  C.  Uiws 

Act  of  June  4,  1918  (40  Stat.  595).  Presidemt  may  authoriae  ereatioB  of 
eorooratioQ  or  corporations  to  jprovide  housing  for  war  needs. 

Act  of  October  6,  1918  (40  Stat.  1011  see.  9).  President  authorized  to  form 
one  or  inore  corporations  under  Stete,  etc.,  hiws,  for  conservation  of  minerals,  etc. 

Act  of  September  19,  1922  (42  Stat,  m  sec.  4).   China  trade  aeteorpora^ 
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Act  of  February  26,  1925  (43  Stat.  986,  c.  340).  Secretary  of  War  authorized 
to  form  oorporation  to  aoquiie  property  of  Hoboken  Manufacturers'  Railroad. 

Mr.  Celler.  It  is  well  to  note  the  variety  of  the  incorporations 
set  up  by  Congress.  For  example,  the  act  of  June  30,  1906,  provided 
for  the  Lake  Erie  &  Ohio  River  Ship  Canal  Co.  The  act  of  June  3, 
1924,  provided  for  tihe  Inland  Waterways  Corporation.  The  act  of 
January  31,  1907,  provided  for  the  National  Savings  &  Trust  Co. 
In  1910  we  passed  an  act  for  the  Washington  Sanitary  Hoiking  Co. 
In  1911  an  act  for  the  setting  up  of  the  Firemen's  Insurance  Co.  of 
Washington  and  Georgetown  in  the  District  of  Columbia. 

Mr.  YitTas.  What  date  was  that? 

Mr.  Celler.  That  was  the  act  of  February  18,  1911.  A  joint 
resolution  of  January  4,  1921,  revived  the  War  Finance  Corporation. 
The  act  of  September  22,  1922,  set  up  the  Acacia  Mutual  Life  Associa- 
tion. The  act  of  May  29,  1928,  set  up  another  Inland  Waterways 
Corporation.  The  act  of  February  6,  1909,  set  up  the  Cordova  Bay 
Harbor  Improvement  &  Town  Site  Co.  The  act  of  September  19, 
1922,  set  up  the  China  Trade  Act  Corporation.  The  act  of  February 
26,  1925,  authorized  the  Secretary  of  War  to  form  a  corporation  to 
acquire  property  of  the  Hoboken  Manufacturers'  Railroad;  and  so 
forth. 

Mr.  Yates.  That  was  from  what  date  to  what  date? 

Mr.  Celler.  These  are  incorporations.  I  only  read  a  part  of  them. 
From  1 906  down  to  1 928.  There  were  many,  many  moi^  of  them  prior 
to  that  date.  In  the  list  are  also  a  great  many  fraternal  and  benevo- 
lent organizations  which  were  also  set  up. 

I  cite  the  list  because  in  the  Record  the  other  day  our  own  chairman, 
the  distinguished  gentleman  from  Pennsylvania,  Mr.  Graham,  said 
he  thought  it  ought  to  be  the  policy  only  to  incorporate  corporations  in 
furtherance  of  some  of  the  delegated  powers  that  Congress  has  re- 
ceived under  the  Constitution.  Since  this  World  Commerce  Corpora- 
tion would  be,  in  a  sense,  indirectly  carrying  out  or  furtherii^  some 
of  those  delegated  powers — ^for  example,  the  right  to  supervise  cus- 
toms duties,  to  lay  and  collect  taxes,  to  have  control  over  interstate 
and  foreign  commerce — this  particular  corporation  certainly  would 
fall  within  the  permissive  pow^  pf  Congress  to  set  up  an  incorpora- 
tion of  this  character. 

The  Federal  Trade  Commission  in  a  letter  which  forms  part  of 
Senate  Document  No.  239,  Sixty-seventh  Congress,  second  session, 
page  19,  dated  August  3,  1922,  has  this  to  say  with  reference  to  free 
zones: 

After  exhaustive  study  of  foreign  institutions  and  careful  investigation  of 
American  conditions  and  mercantile  opinion,  the  Tariff  Commission  recommends 
the  policy  of  permitting  the  establishment  of  free  zones  in  American  parte.  *  *  * 

Prior  thereto  the  Tariff  Commission  had  taken  testimony  all  over 
the  country  gaging  the  opinion  of  merchants,  manufacturers,  and 
chambers  of  conmierce  the  country  over,  as  to  what  their  several 
opinions  were  with  reference  to  the  advisability  or  the  inadvisability 
ol  their  recommending  to  Congress  the  setting  up  of  these  foreign 
trade  zones;  and  the  conclusion  they  came  to  I  have  just  read  to  you. 

Mr.  Yates.  This  is  an  extensive  report? 

Mr.  Celler.  This  is  an  extensive,  a  very  exhaustive,  compreh^- 
aive  report.   It  goes  into  all  the  ramifications  of  Uie  subject. 
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I  think  the  best  definition  of  a  free  zone — the  best  1  know — is  found 
in  that  very  report  of  the  United  States  Tariff  Commission.  It  is 
▼eiy  brief  and  I  would  Uke  to  read  it. 

Mr.  Chbistopherson.  Read  it. 

Mr.  Cellar  (reading) : 

The  word  "free"  in  connection  with  "port"  or  "zone"  is  apt  to  be  misleading. 
It  is  proper  to  note,  ther^ore,  that  the  term  has  no  relation  either  to  port  charges 
«r  to  any  policy  of  free  trade  or  protection  in  this  case.  Conventional  nomen- 
elature  is  in  this  case  misleading.  "A  neutral  zone"  would  be  more  properly 
descriptive.  A  free  port  or  free  zone  is  a  place  limited  in  extent  but  differs  from 
adjacent  tefritory  in  being  exempt  from  customs  laws  as  affecting  goods  destined 
for  reexport.  It  means  simply  that,  as  regards  duties,  there  is  medom  unless 
and  until  imported  goods  enter  the  domestic  market.  A  free  zone  mav  be  de- 
.fined  as  an  isolated,  inclosed,  and  policed  area  in  or  adjacent  to  a  port  of  entry, 
without  resident  population,  furnished  with  the  necessary  facilities  for  lading  and 
unlading,  for  supplying  fuel  and  ship  stores,  for  storing  goods,  and  for  reshipping 
them  by  land  and  water — an  area  within  which  goods  mav  be  landed,  stored, 
mixed,  blended,  repacked,  manufactured,  and  reshipped  without  pavment  of 
duties  and  without  the  intervention  of  customs  officials.  It  is  subject  a  httle 
within  adjacent  regions  to  all  the  laws  relating  to  public  health,  vessel  inspection, 
postal  service,  labor  conditions,  immigration,  and  indeed  everything  except  the 
eustoms.  The  purpose  of  the  free  zone  is  to  encourage  and  expedite  that  part 
of  a  nation's  foreign  trade  which  its  government  wishes  to  free  from  the  restric- 
tions instituted  by  customs  duties.  In  other  words,  it  alms  to  foster  the  dealing 
in  foreign  goods  that  are  imported,  not  for  domestic  consumption  but  for  reexport 
to  foreign  markets,  and  for  the  conditioning  or  for  combining  with  domestic 
products  previous  to  export. 

Our  own  Government  during  the  course  of  its  history  has  always 
adopted  a  policy  that  has  not  been  unfavorable  to  the  very  kind  of 
commerce  that  a  free  port  is  designed  to  promote,  and  for  that  reason 
the  Government  has  adopted  a  poUcy  firstly,  providing  for  bonded 
warehouses  where  goods  intended  for  reexport  may  be  entered  and 
held  free  of  duty.  Secondly,  they  have  adopted  legislation  for 
bonded  manufacturing  warehouses  where,  without  pavment  of  duty, 
imported  goods  may  bs  handled  or  manufactured  solely  for  export, 
eitner  with  or  without  tl^  admixture  of  domestic  matenals  of  goods. 
Thirdly,  it  has  established  the  drawback,  whidi  is  a  repayment  of  99 
per  cent  of  the  duties  paid  on  imported  goods  when  they  are  reex- 
ported. 

As  former  Congressman  Hulbert  will  pdnt  out,  so  many  difficulties 
have  arisen  witn  reference  to  manufacturers  and  importers  and 
exporters  availing  themselves  of  these  three  different  provisions  of  the 
customs  laws  that  there  has  grown  up  in  the  country  great  dissatisfac- 
tion with  them.  I  shall  be  pleased  to  put  in  the  record  data  with 
reference,  for  example,  to  the  amount  of  drawbacks  obtained  by 
manufacturers  in  this  country.  We  find  that  they  are  inconsequential, 
and  the  drawback  then  is  so  difficult,  and  so  hedged  about  with  re- 
strictions set  up  by  the  Government  that  few  if  any  merchants  avail 
themselves  of  the  privileges.  It  is  so  costly,  invohdng  so  much  of 
legal  technic  ah  ties,  that  most  of  the  claims  are  abandoned. 

Amount  of  duty  paid  on  drawbacks  during  the  fiscal  years — 

1926   $21,462,398 

1927  -   12,  506,  214 

1928  -     14,  327,  953 

1929   ,   13,666,523 

1930    14,  444,  626 

1931  (to  November  30)   4,  587,  644 
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The  drawback  permits  the  importer,  instead  of  placing  his  goods  under  bond,  to 
pay  the  duty  on  their  entry,  and  then  to  draw  back  from  the  Treasury  on  theiT 
te^cportation  99  per  cent  of  the  amount  paid.  This  provision  can  not,  any  more 
than  the  bonded  warehouse  provision  can,  relieve  commerce  from  the  delays  and 
burdens  incident  to  customs  enforcement.  Every  step  in  the  process  must  bo 
taken  subject  to  customs  inspection.  Oaths  are  required  from  importers,  super- 
tendents,  and  exporters.  Even  after  reshipraent  the  drawback  is  unavaiUng 
unless  evidence  is  shown  of  the  actual  landing  of  the  goods  in  the  foreign  country. 
Under  the  smoothest  operation  of  the  law,  capital  to  the  extent  of  the  duties  is 
tied  up  in  the  Treasurv  from  the  time  the  goods  are  imported  until  30  days  after 
they  are  reshipped.  (See  p.  9,  Free  Zones  in  Porte  of  tiie  United  States,  U.  8. 
Tariff  Commiflsion.) 

The  same  thing  holds  good  with  refeienoe  to  the  honded  warehouses. 
Just  to  give  you  one  or  two  of  t^  hindnnoes,  kt  me  call  your  attod- 
tion  to  Siis: 

Even  drayage  between  the  dock  and  the  warehouse  must  be  done  under  bond, 
t  *  *  Fron  the  time  the  goods  enter  the  port  ttntil  tliey  are  reshipped,  the 
goods  are  under  constant  customs  control  and  supervision.  *  *  *  Permits, 
for  example,  must  always  be  obtained  for  the  reception  and  delivery,  and  strict 
accounts  must  be  kept  of  all  warehouse  transactions.  Handling,  sorting,  and 
repacking  of  the  goods  are  prohn»ited.  Only  where  serious  damage  is  threatened 
ean  the  original  package  be  opened,  and  even  then  it  must  be  done  by  special 
ptrmiMion  under  customs  8iQ>ervision. 

Since  the  Government  has  always  indicated  a  policy  to  encourage 
commerce  and  to  encourage  the  importation  of  goods  and  their  reex- 

{)ortation  in  order  to  give  greater  and  wider  use  and  scope  to  American 
abor,  we  now  present  a  proposition  which  will  carry  out  all  those 
purposes  v^dthout  all  the  disadvantages  that  have  been  spoken  of. 
For  that  reason  I  urge  upon  this  committee  very  serious  consideration 

of  this  bill.  ^  .  1         .  1 

Not  only  would  this  bill  empower  the  granting  of  these  privileges 
and  set  up  free  zones  on  the  seaboard,  but  the  Secretaries  of  Com- 
merce, Labor,  and  the  Treasury  would  have  the  right  to  issue  these 
grants  for  ports  to  be  estabUshed  inland  in  the  States  of  any  of  the 
members,  for  example,  of  this  very  subcommittee.  If  there  w  a 
demand  for  such  a  port  and  sufficient  reasons  are  adduced  to  mvoke 
the  privilege,  the  secretaries  mentioned  undoubtedly  would  grant  the 
right  to  establii^  sudi  free  port  along,  for  example,  the  Mississippi 
or  on  to  Ohio  River.  ,  * 

This  bill,  in  a  word,  sets  up  a  quasi  governmental  corporation.  A 
begimdng  must  be  had,  and  a  legal  entity  as  embodied  in  a  first  board 
of  directors  must  be  set  up,  and  so  the  names  of  the  gentlemen 
mentioned  here  have  been  inserted,  to  wit:  Robert  L.  Luce,  Horace 
B.  Rogers,  Eugene  Mackey,  Harry  H.  Atkinson,  and  Leonidas  D. 
Smith  to  be  the  incorporators,  and  they  shall  constitute  the  board  of 
directors  until  the  first  annual  meeting,  when  a  greatly  augmented 
board  of  directors  shall  be  constituted  to  include  no  more  than  90 
members  and  no  less  than  3.  It  is  the  purpose  to  gather  these  90 
members  as  a  board  from  the  various  parts  of  the  country;  that  all  of 
the  far-flung  regions  of  our  Nation  will  have  proper  and  adequate 
representation  on  this  board.  As  the  various  provisions  imply,  there 
is  given  the  right  of  this  corporation  to  establish  terminals,  to  act  as 
a  general  agent,  to  finance  firms,  to  do  a  general  export  and  import 
business,  and  to  build  docks,  wharves,  warehouses,  and  moorings.  It 
has  the  right  to  sell  stock  upwards  of  10,000,000  shares  of  $100  par 
value.    It  has  the  duty  to  cooperate  with  the  various  State  and 
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S!!^^?£i*«**^'*"^- .  ^^"^^  ^  compelled  to  cooperate  with 

in«h^wl^5    1^^*°™^  «^  Immigration,  and 

Sfc;^*^*^T?^u"§?'*?**  ""i"^^^  jurisdiction  of  the  various  ports 
ftee  MMMB.   It  ahdl  always  be  subject  to  the  strict  supervision  of 
flZ^V^:^^  mentipned.   T^ey  shall  have  the  rijht  to  with- 

°'  the  estaWirimieiit  or  the  setting  up  of  the  free  port 

Mr.  Yatb8.  Bef<»e  you  go  I  would  lik»  to  ask  a  question. 

Mr.  Christophbbbon.  You  may  proceed,  Mr.  Yatea. 

Mr  Yates  You  said,  or  read,  that  a  better  name  would  bo 
"neutral  port"  mstead  of  "free  zone."  I  would  like  to  know  what 
would  be  an  example  of  it.   I  do  not  quito  undeiiiSd^t™ 

'r^®  ^^.deral  Tariff  Commission  felt  that  when  the 
'^■'^  «??nection  with  "free  port,"  there  might 

tarS^fS.fftlT^^T'*^**'^  ^^'^  ^«"i»g  "P  something 

tovolTOig  free  trade.  To  get  away  from  that  they  suelest  "a  nautnQ 

to  bL^Sted^euW'*  ^"'^  '"""^  "^^i'^^l^ 

Mr.  Ceixbb.  I  have  just  read  the  words  of  the  commission. 
Mr.  Y  ATBS.  Cto  a  given  consignment  or  shipment. 

free  port    or    {lee  zoae"  you  might  confuse  it  with  ^'free  trade," 

"»  port"-neutral  in  &e 

of  duties"  notinrolv. the  parent 

The  estabUshment  of  free  zones  m  various  cities  of  Europe  has 
geatly  mfiuenced  commerce  passing  through  those  citiee.  Al&ouith 
SitvP^^IT  P*""*  was  only  established  in  1884,  for  example,  X 
m^rtance  of  Bremen  in  foreign  trade  may  be  said  to  be  due,  ina 

m^^^L^'^*'  ^^"'^  *  ^""^^  P*""*-        importance  as  a  co«h 

^rt%^^^'^'^'  IS  m  the  main  attributa^s|•  tolS 

It  is  mtereeting  to  note  that  Bremen,  as  a  free  port,  has  ereatlv 
«ded  the  dovelppment  ^  the  German  merchant  marine.  The 

S^^theTrSS.  ¥''"^''  Lin«.  Neptune 

I  Bromen-Hambure-Afnca  Lme,  and  other  well-known  ship- 
owning  firms  have  b«en  able  to  do  an  enormous  freight  business  in 

tVri^^faVrt"^"'  *^  ^"  -^^-^ 

All  that  I  have  said  with  reference  to  Bremen  can  be  said  also  with 
reference  to  Hamburg.   The  position  of  Hamburg  aTa  lidS  ^rt 
of  northern  Europe  is  mextricably  bound  up  with  Eer  free  pwt 
^J^t^^^^r""  '''^}>^'^^'^  ?t  Leghorn,  Trieste,  Cop^" 
ag,  Stockhobn,  Cadiz,  Gothenburg,  Barcelona,  A^Jmorai>nad 
Subna  and  many  other  places.    The  wisdom  of  Em^l^^ 
ments  m  settmg  up  these  free  zones  should  not  be  disreiardelbylM[ 
Mr.  Chairman.  I  ask  that  the  bill  be  amended  to  r^  aa  fcSbwa: 

A  BILL  To  further  the  commeroe  of  tte  United  Statti  by  oraatii«||it  Wold  rnnimm  Omiwinlliia 
Mackey,  Harry  H.  Atkinson,  Leonidas  D.  Smith,       BUch  oi^jSSm^^ 


CBfiATE  A  WOBU)  GOMMEBCE  COBPOBAIION 


15- 


hi'  Hssociated  with  them,  and  their  successors,  «f«>  ereated  a  body  pohtic  and  cor- 
porate by  name,  style,  and  title  of  the  World  Commerce  Corporation,  and  by  that 
name  shall  have  perpetual  Buccession,  and  have  power  to  sue  and  be  sued,  plead 
and  be  impleaded,  defend  and  be  defended,  in  all  courts  of  law  and  equity  within 
the  United  States  and  any  and  all  foreign  countries,  subject  to  tne  laws  of  the 
United  States  and  of  such  foreign  countries,  and  adopt  and  hafve  a  common  seal. 
Thte  corporation  is  formed  to  serve  the  industries  of  the  United  States  by — 

(A)  Organizing,  operating,  and  maintaining  a  clearing  house  for  commerce,, 
through  which  a  world-wide  distribution  of  products  can  be  made; 

(B)  Establishing,  operating,  and  maintaining  foreign-trade  zones  in  or  adjaeent. 
to  ports  of  entry  under  the  jursldiction  of  the  United  States; 

(C)  Erecting,  operating,  and  maintaining  shipping  terminals,  with  all  necessary 
equipment,  including  storage  houses  and  fuel  stations,  and  serving  all  means  of 

*'*(Df  ^C<Mitroliing  reserves  of  natural  resources  that  will  supply  ships  with  return 
cargoes  and  stabilize  prices  of  raw  materials,  which  the  industries  <rf  the  United 
States  must  obtain  from  abroad;  ^  ^    ^  . ,  ... 

(E)  Organizing  selling  and  purchasing  ageneies  throughout  the  worta  witn 
elearinf  facilities  for  manufacturers,  merchants,  exporters,  importers,  and  ciUaenr 
of  the  United  States  for  all  kinds  of  commercial  transactions;  and 

(F)  Furnishing  loans  and  credits  through  banks  or  directly  to  corporations^  firms,, 
and  individuals  and  to  manufacturers,  merchants,  exporters,  and  importers. 

And  to  advance  and  carry  out  the  foregoing  purpose  this  corporation  is  formed 
with  the  objects  of  doing  any  and  all  of  the  things  hereinafter  set  forth  to  the 
■ame  extent  natural  persons  might  or  could  do  them,  namely: 

To  own,  buy,  sell,  build,  operate,  mortgage,  and  charter  vessels  and  vehicles- 
of  any  and  afl  kinds;  to  carry  on  a  general  merchandising,  exporting,  and  im-^ 
porting  business;  to  purchase  or  otherwise  acquire  and  to  hold,  deal  in,  guarantee, 
convey,  operate,  lease,  mortgage,  and  pledge  bonds,  debentures,  notes,  shares  of 
capital  stock  of  other  corporations,  and  real  and  personal  property  of  every 
nature  and  kind  denned  necessary,  useful,  or  convenient  in  connection  with  the 
business  and  powers  of  the  corporation ;  and  do  any  and  all  acts  or  things  incidental 
thereto  or  necessary,  useful,  or  convenient  to  the  corporation  and  the  exercise  by 
it  of  its  several  powers;  ,  ,  ,  r 

To  borrow  money  fdr  any  purpose  and  in  any  amount  and  for  any  length  of 
time,  and  make,  execute,  and  issue  bonds,  notes,  debentures,  certificates,  or  rights 
of  indebtedness,  in  such  amount  or  amounts  and  upon  such  terms  as  the  board  of 
directors  of  the  corporation  may  fix,  and  secure  the  same  by  mortgage,  deed  ci 
tmflt  or  pledge  of  any  or  all  of  the  property,  real,  personal,  or  mixed; 

To  make  and  enter  into  contracts  of  every  nature  and  kind  and  the  same  to 
keep  and  perform  and  to  keep  continuously  advised  upon  commercial,  financial,, 
and  legal  matters  which,  in  the  opinion  of  the  corporation,  affect  intetitate  or 
fbreign  commeroe  or  agricidtural  products,  dsrtvaitives  or  fiabrioslioiis  tbereof;. 
and 

To  determine  by  surveys  whether  there  exists,  or  may  exist,  during  the  ensuing 
12  months  a  surplus  in  excess  of  normal  domestic  requiremeots  of  any  commodity 
produced  In  the  United  (^tes  and,  upon  its  own  initiative,  to  act  as  a  common 
marketing  agent  in  the  interest  of  the  producers  <rf  such  commodity  or  commodi- 
ties. 

Bmc.  2.  The  total  authorized  capital  stock  of  this  corporation  shall  be  Uok 
million  sharas  of  the  par  vahle  of  $109  each,  the  same  to  be  classed  and  issued  aa 
common  stock,  and  each  share  to  entitle  the  holder  thereof  to  one  vote.  The 
capital  stock  may  be  increased  from  time  to  time,  as  may  be  necessary  for  the 
general  purposes  of  the  corporation.  .     . ,  ^    ^     .  ^, 

All  shares  of  stock  shall  be  personal  property  transfenUiile  on  the  books  of  the 
corporation  oiiy.  .   ,  ,  x  j 

The  stockholders  shall  not  be  liable  in  any  event  for  any  mdebtedness  or 
other  obligations  incurred  by  the  corporation. 

Sbc.  3.  That  the  above-named  incorporators  shall  have  the  power  and  author- 
ity to  make  such  by-laws  as  they  may  deem  proper,  useful  or  convenient  for 
carrying  out  the  objects  of  the  corporation,  for  the  management  of  its  business 
aflfairs  and  the  enforcement  of  its  rights.  The  by-laws  shall  also  specify  the  way 
for  disposing  of  properties  and  other  assets,  prescribe  the  manner  by  which  the 
capital  stock  may  be  increased,  fix  the  terms  of  office,  and  the  power,  authority 
and  duties  of  the  officers,  directors,  agents,  servants,  and  employees  and  desig- 
nate, within  the  United  States,  the  location  of  the  principal  office  at  which 


16 


CBEAI£  A  WOHLD  COXMXBCa  COSPOftAXION 


amend,  or  repeal  the  by-laws  whono^  or  it  considers  it  advisable- 

manS;ed  hvT  h^rH  «^         corporation  shaU  be 

managed  by  a  board  consisting  of  not  mM  than  ninety-nine  nor  less  than  thrp« 
directors,  as  may  from  time  to  time  be  provided  for  in  th^  bvXw«  111  nf 

SiSikS.t&K^?  ''''  elect  fromXToWf  ^^^^ 

pjrfd^t  and  ehairman  of  the  board,  and  either  from  their  own  number  onSv 

preS^^^^^^^      Thpr« h^n*","*  ^"^K  '"^^  '^^^  ^^^^<>''>  onTor  more  v  c^ 

presidents.    They  shall  also  elect  a  secretary  and  treasurer  who  niwd  nni  \Z 

^^M^tir^ZTI  H^P^l"'  S;"^      "^^^^  asLtant'^e&'Td  ^or  mo^ 

JTth^nSnSJm  i^^^  2SS^:h'.S^''ij'*?^'^^^«'  employs 
b^ard  ^nTL  WoT^^'        -Mlliald  the  o&e  during  the  pleasure'^of  the 

The  board  of  directors  may  also  appoint  an  executive  committee  and  such  othpr 

at  such  annual  electiof  a  majesty  of  MdSi^^ft^'^tu^^*™^ 

S^P^yided  in  the  by-laws.  A "^"Stfy  of^thTSSltt,  Sta  bSSS  ^ 
toetora,  duly  elected  and  qualified.  shaU  coiutute  alJSsS  !S 

by'^tWsa™  "«'»'»»«^"  — —        Wortd  Commerce  Corporation  created 

The  term  "Seowhuries"  means  the  Secratonr  of  W»  th^  a..»^^  -«  n  _ 
merce,  and  the  Seenrtarr  of  the  Tr^BiSy^^^  '  ^  *«>'"*My  C<»«»- 

l^^"„^r£  of  Jnt^y  ]s°  lo\\'t^3  :^t&"*co*°n,fn°eI  o^ol^  ThiTo^T^ 

£^  ctiti  SSHHStr  ^^^^^ 

^mamma  to  taie  permits  and  make  rules  and  regulat^qins  whei^ir  7<»^ 
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merchandise  may  be  sent  from  a  zone  into  customs  territory  of  the  L  iiited  States 
and  there  manufactured,  assembled,  refined,  mixed  with  oilier  merchandise;  or 
otherwise  manipuli^led  and  within  twelve  months  from  date  of  issuing  permit 
returned  to  the  zone  and  exported  without  payment  of  duty  and  all  decisions  of 
the  Secretray  of  the  Treasury  in  refusing  to  issue  a  permit  or  canceling  of  one 
already  issued  shall  be  final  and  conclusive:  Provided  further,  That  subject  to 
such  regulations  respecting  identity  and  the  safeguarding  of  the  revenue  as  the 
Secretary  of  the  Treasury  may  deem  necessary,  articles,  the  growth,  product,  or 
manufacture  of  the  United  States,  and  articles  previously  imported  on  which  duty 
has  been  paid,  or  which  have  been  admitted  free  of  duty,  may  be  taken  into  a 
zone  fwMn  tbe  customs  territory  of  the  United  States  and  may  be  brought  back 
thereto  free  firom  duty,  whether  or  not  they  have  been  combined  with  or  made 
part,  while  in  such  zone,  of  other  articles:  And  provided  further,  That  if  in  the 
opinion  of  the  Secretary  of  the  Treasury  their  identity  has  not  been  lost  such 
articles  not  entllled  to  free  entry  by  reason  of  noncompliance  with  the  require- 
ments made  hereunder  bv  the  Secretary  of  the  Treasury  shall  be  treated  when 
they  reenter  the  custom 'territory  of  the  United  States  as  foreign  merchandise 
under  the  provisions  of  the  tariff  laws  in  force  at  the  time. 

Sbc.  9.  TTie  Seeietary  of  the  Treasury  shall  aarign  to  the  zone  the  necessary 
customs  officers  and  guards  to  protect  the  revenue  and  to  provide  for  the  admis- 
sion of  foreign  merchandise  into  customs  territory. 

Sec.  10.  Vessels  entering  or  leaving  a  zone  shall  be  subject  to  the  operation 
of  all  the  laws  of  the  United  States,  except  as  otherwise  provided  in  this  act, 
and  vessels  leaving  a  zone  and  arriving  in  customs  territory  of  the  United  States 
shall  be  suljject  to  such  regulations  to  protect  the  revenue»as  may  be  prescribed 
bv  the  Secretary  of  the  Treasury. 
'  Sec.  11.  Each  application  shall  state  in  detail — 

(1)  The  location  and  qualifications  of  the  area  in  which  it  is  proposed  to  estab- 
lish a  zone  showing  (a)  the  land  and  water,  or  land  or  water  area,  or  land  area 
alone  if  the  application  is  for  its  establishment  in  or  adjacent  to  an  interior  port; 
(b)  the  means  of  segregation  from  custom  territory;  (c)  the  fitness  of  the  area  for  a 
zone;  and  (d)  the  possibilities  of  expandon  of  the  zone  area; 

(2)  The  facilities  and  appurtenances  which  it  is  proposed  to  provide  and  the 
preliminary  plans  and  estimate  of  the  cost  thereof,  and  the  existing  facilities 
and  appurtenances  which  it  is  proposed  to  utilize; 

(3)  The  time  within  which  the  applicant  proposes  to  commence  and  ocnapieta 
the  construction  of  the  zone  and  facilities  and  appurtenances;  and 

(4)  Such  other  information  as  the  secretaries  may  require. 

The  secretaries  may  upon  their  own  initiaUve  or  upon  request  permit  the 
amendment  of  the  appliei^n.  Any  expansion  of  the  area  of  an  established 
lone  shall  be  made  and  approved  in  the  same  manner  as  an  original  application. 

Sec.  12.  Where  the  applicant  is  the  corporation,  the  secretaries  shall  give 
written  notice  of  same  to  the  secretary  of  state  or  states  where  the  zone  is  to 
be  located  and  if  within  90  days  from  date  the  State  or  States  or  a  municipality 
with  the  approval  of  the  States,  files  an  application  to  establish  the  zone  then  and 
in  that  event  the  secretaries  are  to  pass  upon  the  application  of  the  State  or 
States  or  municipality  and  decide  upon  same  before  action  on  the  application  of 
the  corporation,  but  if  within  90  days  no  application  is  filed  by  the  State  or 
States  or  a  municipality  with  the  approval  of  the  State,  the  secretaries  shaU 
consider  and  act  on  the  application  of  the  corporation. 

If  the  secretaries  find  that  the  proposed  plans  and  location  are  suitable  for  the 
accomplishment  of  the  purpose  of  a  foreign-trade  zone  under  this  act,  and  that 
the  facilities  and  appurtenances  which  it  is  proposed  to  provide  are  sufficient, 
they  shall  make  the  grant.  The  decision  of  the  secretaries  shall  be  final  as  to 
the  grant  of  the  application. 

Sbc.  13.  The  secretaries  shall  prescribe  sueh  rules  and  regulations,  not 
inconsistent  with  the  provisions  of  this  act  or  the  rules  and  regulations  of  the 
Secretary  of  the  Treasury  made  hereunder,  as  may  be  necessary  to  carry  out  this 
act. 

Sec.  14.  The  secretaries  and  the  grantee  shall  cooperate  with  the  State  and 
any  subdivision  thereof  and  any  municipality  in  which  the  zone  is  located,  in 
the  exercise  of  the  their  police,  sanitary,  and  other  powers  in  and  in  connection 
with  the  zone.  They  shall  also  cooperate  with  the  United  States  Customs  Service, 
the  Bureau  of  Immigration,  and  such  other  Federal  agenciee  as  have  jurisdic^on, 
in  ports  of  entry. 

Sec.  15.  For  the  purpose  of  facilitating  the  investigation  of  the  Secretaries  and 
their  work  in  the  granting  of  the  privilege  in  the  establishment,  operation,  and 
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maintenance  of  a  zone,  the  President  may  diroct  the  exeoutlvn  tUmttrtM^^tj. 
other  establishments  of  the  Government  to  co^peJL^Jh^ 

SaSr^^d  ii^nr^^fTni^^  ^  f"""^*®^  Secretaries  such  records, 

&ar%'  t^d^fr  the^^iSTSS^a^ir^^^ 
•Bdneew  as  may  be  necessary.  oecrwwnes  siidi  olBo«%  «ip«rti,  or 

o*^*  ^  ^         0'        of  *»y  of  the  propwties  to  be  included 

m  a  zone  or  a  shippmg  terminal  and  that  which  nuty  tiS«2to  f?r  rights  of  ^w^^^^ 
£lif!;r''!^  railways,  roads,  and  executive  purposes  irccmneJtioT^t^^ 

w  voe  uniiea  ovates  navmg  control  of  same  is  herebv  authorized  to  sell  or  loaoo- 
mich  properties  to  the  grantee  or  the  corporation  f<»  thU  pu™  and  wheri  the 
^le  has  not  been  vested  in  a  department  of  the  United  StotMtlM  fuI2bIL  Trf 

^JSt^Sl^Ll''^''"'^  *°  "^^^  «°  agreement  with  the  Se  ^r  th^^^ 
tton  for  the  OM  of  aaeh  properties:  Provided,  That  in  his  ooii^n  Uvii^tiM 
the  surrounding  waters  will  not  be  affected.  opuuon  Mvigatioii  m 

Sec.  17.  If  the  title  to  or  right  of  user  of  any  of  the  properties  to  be  IboIiuImI 
toazomie  or  a  shipping  tenninal  and  that  which  mav  be  T^c^cd  for  right 

^?f^ed^rth75^i/A?°'*^":i±f  P'^PS?**  connection^^h  Jam7S 
thl  ^»  ?  the  United  StsteB,  the  grantee  or  the  corporation  mav  oroviHa  fnr 
the  payment  of  the  purchase  price  of  such  properties  to  tto  Se«LK  rf  wLr 

«  2t£XVthi"ni2^e  of  '^nr  lh'  rH'^.  Pu^harSSSmnatt 
S  t^Jr^^aUo^^  °    *  °'  """^y  «me  to  the  grante; 

SSTK^i^t  ted^ratetttt'"'  ^  ~~ 

The  grantee  ahaU  provide  and  maintiria  in  eoaneeMra  wKh  the 

zone  adequate  loading,  unloading  rd^ho,^IiiHt'i«:    ^ °' 
With  all  ^1^^^  ♦fcL"T??'l"S*  r""^'"*'""'  ""'^^  *he  surrounding  territory  and 

S  la*,^  w^K"^j;;::^nt'in?  power; 
TTn«Li^en"'*V''i"**'2         facilities'  for  the  officers  and  emplovees  of  th^ 
^thhftKn'ef'*'  ^  d-«es  may  requrarp,ln!jS 

tiiJ^Jl2«*iyJ^''°'^'°*"'"'^l  from  custom  territory  tor 

Pert^n  of  the  revenue,  together  with  suitoble  provisiona  for  ma^imdiB^ 
of  perw.n8  conveyances,  -nmeki,  moA  merchandis^;  and 

.S?  in       facilities  as  may  be  required  bv  the  Seeratuiei  aetinc  iointlv 
Sbc.  20.  Ihe  grantee  may,  with  approval  of  the  ScewtSsMSd  mdef 

Srcarrre^^oc^io^^SfgJ^tVtSftt^^ 
^lirho™^^tp*^lX"?r.:^^1^«^"J^^ 

^^  JMM^^  ZJ^tl°'^  hereafter  be  made  from  time  to  time 
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Sec.  22.  No  persons  shall  be  allowed  to  reside  within  the  zone  except  Federal, 
State  (ir  munioipal  officers  or  agents,  guards,  watchmen,  and  agents  of  the  grantee 

whose  resident  presence  is  deemed  necessary  by  the  Secretaries. 

The  grantee  shall  prescribe  rules  and  regulations  regarding  employees  and  other 
persons  entering  and  leaving  the  zone.  All  rules  and  regulations  concerning  the 
protectioA  of  tlM  revenue  duUl  be  approved  by  the  Secretary  <^  the  Treasury. 

The  Secretaries  or  the  grantee  may  at  any  time  order  the  exclusion  from  the 
zone  of  any  goods  or  process  of  treatment  that  in  their  judgment  is  detrimental 
to  the  public  interest,  health  or  safety. 

No  retail  trade  shall  be  conducted  within  the  lone  ^eept  under  permits  issued 
by  the  grantee  and  approved  by  the  Secretary  of  the  Treasury.  Such  permittees 
shall  sell  no  goods  except  such  as  are  brought  into  the  zone  from  customs  terri> 
tory.  , 

Sec.  23.  The  form  and  manner  of  keeping  the  aecoUiits  of  eaen  zone  shall  be 
prescribed  by  the  Secretaries. 

Each  grantee  shall  make  to  the  Secretaries  annually  and  at  such  other  times 
as  they  may  prescribe,  reports  containing  a  full  statement  of  all  the  operations, 
receipts,  and  expenditures,  and  such  other  information  as  the  Secretaries  may 
require. 

Sec.  24.  Tlie  grant  shall  not  be  sold,  conveyed,  transferred,  set  over,  or  assigned 
except  to  another  public  corporation  with  the  approval  of  the  Secretaries. 

Sec.  26.  In  the  event  of  repeated  violations  ot  any  of  the  provisions  of  this  act 
by  the  grantee,  the  Secretaries,  or  a  majority  of  them,  may  revoke  the  grant  after 
four  mgnths'  notice  to  the  grantee  and  affording  it  an  opportunity  to  be  heard. 
The  testimonv  taken  before  tne  Secretaries  shall  be  reduced  to  writing  and  filed, 
in  the  records* of  the  Department  of  Commerce,  together  with  th^deelilon  leaiched 
thereon. 

In  the  conduct  of  any  proceeding  under  this  section  for  the  revocation  of  a 
grant  the  Secretaries  may  compel  the  attendance  of  witnesses  and  the  giving  of 
testimony  and  the  production  of  documentary  evidence  and  for  such  purpose 
may  invoke  the  aid  of  the  district  courts  of  the  United  States. 

An  order  under  the  provision  of  this  section  revoking  the  grant  issued  by  the 
Secretaries  shall  be  final  and  conclusive,  unless  within  90  days  after  its  serv- 
ice the  grantee  appeals  to  the  circuit  court  of  appeals  for  the  circuit  in  which 
the  zone  is  located  by  filing  with  the  clerk  of  said  court  a  written  petition  praying 
that  the  order  of  the  Secretaries  be  set  aside.  The  clerk  of  the  court  in  which 
such  a  petition  is  filed  shall  immediately  cause  a  copy  thereof  to  be  delivered  to 
the  Secretaries  and  they  shall  forthwith  prepare,  certify,  and  file  in  the  court  a 
full  and  accurate  transcript  of  the  record  in  the  proceedings  held  before  them 
under  this  section,  .the  charges,  the  evidence,  and  the  order  revoking  the  grant. 
The  testimony  and  evidence  taken  or  submitted  before  the  Secretaries,  duly 
certified  and  filed  as  a  part  of  the  record,  shall  be  considered  by  the  court  as  the 
evidence  in  the  case. 

On  such  appeal  the  court  shall  review  the  record  of  proceedings  before  the 
Secretaries,  and,  if  a  decision  of  said  Secretaries  shall  be  supported  by  evidence, 
shall  only  make  decision  on  errors  of  law. 

(teo.  26.  Ia  case  of  a  violatioQ  of  this  aiot,  or  any  regulation  of  the  Secretaries 
under  this  act,  by  the  grantee,  any  oflScer,  agent,  or  employee  thereof  responsible 
for  or  permitting  any  such  violation  shall  be  subject  to  a  fine  of  not  more  than 
$1,000.  Each.cUiy  during  which  a  violation  continues,  after  the  Secretaries  have 
served  notice  on  the  grantee  to  stop  such  vMsltioii,  shall  constitttte  a  separate 
ofifense. 

Sec.  27.  Any  national  banking  association  may  invest  in  the  stock  or  other 
securities  of  the  corporation,  under  the  provisions  of  this  act. 

Sec.  28.  Any  governmental  estabUshment  in  the  executive  branch  of  the 
Government  is  aullmrized  to  act  as  agents  of  the  corporation  in  the  administra- 
tion of  the  functions  vested  in  it  by  this  act,  and  the  President  may,  by  Executive 
order,  direct  any  governmental  establishment  to  assist  the  grantee  or  the  corpora- 
tion in  performing  the  functions  under  the.  provisions  of  this  act,  and  to  furnish 
such  information  and  data  pertaining  to  same  as  may  be  contained  in  the  reeotds 
of  such  governmental  establishment. 

The  order  of  the  President  shall  define  the  assistance  to  be  given  and  provide 
such  limitations  as  to  the  use  of  the  information  and  data  as  he  deems  advisable. 

Sec.  29.  The  corporation  shall  make  to  the  Secretaries,  annually  and  at  such 
times  as  they  may  prescribe,  reports  containing  a  full  statement  of  its  operations 
together  with  a  financial  statement  of  the  corporation,  with  the  names  and  ad- 
dresses of  its  officers  and  directors,  to  be  signed  by  its  i>ie8ident,  vice  president* 
or  seeretary,  and  such  other  infofoyilioii  as  the  Seeietaiies  may  require. 
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Commerce  shaU  make  *  rqrart  to  Congraa  on  the  lirat  dav 

«rt?^„S'f^  "'''Tk"  a  summar}.  -f  the  ope^M  of  each  .^e 

"^rtSX*  i^^ttl,^?''""  °'      """^  «^**  -«» •"""'^ 

If  any  provision  of  this  act  or  the  application  of  such  provision  to  cert/iin  oir 
nrvf-fn"^'.^'  -^"^^  ^r*^^*^'  remainder  of  the  acraWe™  catS^^^^^^^ 
^Z^'e^'l^^hy!''''^  ^^^"^     ^  i«  hdd  invSud  alJ^ll 

JJlfo"!!?*  ^  ^^i^'  ^^^^^  tWt  ii«t  it  hereby  reserved. 

1931         Thig  act  may  be  cited  as  the  Worid  Oommeree  CViiiiomtion  act  of 

i 

statuddit  of  muekay  hulbeet,  new  yoek  city 

Mr.  HuLBERT  Mr.  Chairman,  I  represented  the  twenty-first  con- 
gressional district  in  the  Stxty-fcmrth  and  Sxty-fifth  Congresses  I 

IITsiriS^^^^      ^       "^^^  -ffi- 

I  would  like  to  say  preliminarily  that  some  yean  ago  I  entered  into 
a  legal  a^ssociation  with  one  WiUiam  J.  Gibson.   Mr.  Qibeoii  had  been 
under  the  administrations  from  Qeveland  to  Roosevelt,  Solicitor  to 
the  Treasury  Department.    He  was  a  tariff  expert,  but  he  was  par- 
ticularly and  keenly  interested  in  the  subject  of  free  porta,  and  it  was 
through  my  association  with  him  that  I  became  interested  in  the 
subject.    In  the  Sixty-fourth  Congress  I  introduced  a  resolution  call- 
ing upon  the  Secretanes  of  War,  Treasury,  and  Commerce  to  make  an 
investigation  and  report  as  to  the  advisability  of  the  establishment  of 
free  ports  or  free  zones  in  the  United  States  of  America.    I  found  con- 
siderable misunderstanding,  in  fact  prejudice,  so  far  as  the  use  of  the 
term   free  port   was  concerned,  and  I  amended  the  resolution  so  as 
to  designate  them  ''ports  of  transshipment."    About  that  time  the 
lanff  i^omiiusBioii  was  created.    Congressman  Kent,  of  California, 
who  had  shown  a  very  sympathetic  interest  in  the  resolutions  that  I 
had  mtroduced,  becwne  a  men^  of  the  Tariff  Commission.    One  of 
^e  first  thm^  whicli  Urn  Tanff  Commission  undertook  to  study  was 
tins  subject  of  free  porta  or  free  acmes  or  porte  of  transshipment ;  and 
I  believe  there  is  on  file  a  report  made  by  &e  Tariff  Commission,  and  I 
believe  there  also  ^  a  report  made  by  the  United  States  Aniy  en- 
gineers, the  latter  deahng  pniici]Maiir  with  (he  physical  conditicms  in 
IMtId"sTtef^  ^  ^*  throughout  the 

1  .L¥^'^T^?^  connection  with  the  preparation  of  the  bill  H.  R. 

14454    I  have  not  made  any  analysis  of  ft.    I  have,  not  had  the 
opportJinity  to  do  it,  but  I  should  be  very  glad,  if  the  committee  feel 
It  would  be  helpful  to  them,  to  do  that  and  to  put  my  observations, 
as  a  matter  of  assistance  to  the  commitee,  in  the  form  of  a  brief 
ihat  ^iJh'^HXert^^^^^*        committee  wiU  be  veiy  gUd  to*  have 

_Mr.  HuLBERT.  i  hope  I  will  be  pardoned  if  I  make  a  reference  very 
w  SJtl    «  J^*^  ^y       ^^^^  ambassador  to  Germany,  James 

11  ^.f'^*"*^  ,^  I  ears  in  Germany,  where  on  page  279  he 
caUs  att^^  to  Oie  fact  Ikat  "if  we  are  to  meet  the  intense  competi- 
tion of  liOTnany  after  the  war,  we  have  eot  to  view  all  these  problems 
fromnew  wigles  For  mstance,  there  is  the  question  of  free  ports. 
Represeatatave  Miu  ray  Hulbert  has  mt»Mliiced  m  the  House  of  Repre- 
•MiMaves  a  resolutmi"  and  ao  l(»tii.  And  tiian,  in  a  book  written 
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by  Professor  McElwee  <ni  the  subject  of  port  development,  he  also 
makes  reference  at  page  421  to  the  resdutions  introduoed  by  myself  in 
1916  uid  1917.  I  mention  that  because  I  fed  it  will  account  to  the 
members  of  this  commitlee  for  mj  appearance  and  my  interest  in  thia 

subject  matter. 

I  believe  that  for  the  development  of  our  world  commerce,  and 
especially  in  competition  with  a  nation  that  has  a  protective  tariff 
such  as  G^many  has,  it  is  necessary  that  this  country  place  itself 
upon  a  business  plane  where  it  can  compete  with  other  nations,  and 
especially  Germany,  upon  a  basis  that  will  be  no  less  favorable  to 
ourselves  than  the  laws  of  that  country  are  to  the  industries  and  to 
the  commercial  interests  of  the  Republic  of  Germany.  It  is  argued 
by  many  that  the  bonded  warehouses  and  the  drawback  system  that 
we  have  affords  to  our  people  substantially  the  same  advantage,  but 
I  think  that  anyone  who  has  given  this  subject  intelligent  study  will 
readily  conclude  that  that  is  not  the  fact;  that  our  facilities,  such  aa 
they  are,  undoubtedly  met  the  situation  which  they  were  intended  to 
cover  at  the  time  that  they  were  adopted,  but  that  they  have  long 
since  been  outgrown  and  that  to-dajr  they  really  constitute  shacklea 
and  that  the  wvemment  should  rid  itsdf  of  them  by  legislation  and 
give  to  its  commercial  develoinnent  a  greater  measure  of  freedom. 
Poreonally  I  feel  thai  in  too  many  reaped  to-day  we  are  bog-taed  by 
legislation  and  that  what  we  really  need  is  the  severance  by  some- 
b^y  of  the  Gordian  knot  that  wiU  free  ua  oi  all  tiiese  encumlwaaoes 
that  we  labor  under  and  give  us  the  opportunity  to  go  out  into  com- 
petition on  at  least  an  equal  baaia  with  tto  iooal  lavmd  nalioii  ^ 
we  have  to  compete  with. 

Mr.  Christopherson.  Let  me  ask  you  right  there  if  llioae  other 
nations  have  these  free  ports. 

Mr.  Hulbert.  Germany  has  them  in  a  more  pronounced  extent 
than  any  other  country  except  Denmark.  There  is  one  free  port  in 
Denmark,  at  Copenhagen.  There  are  three  free  ports  in  Germany,, 
the  principal  one  being  at  Hamburg,  and  in  the  free  ports  of  Hamburg 
and  Copenhagen  there  is  a  feature  that  I  do  not  believe  exists  in  any 
other  free  port,  and  that  is  that  in  those  two  free  ports  manufacturing- 
is  permitted  to  be  carried  on  within  the  so-called  free  zone;  so  that 
those  countries  have  this  advantage:  That  where  a  product  is  fabri- 
cated partly  from  materials  that  are  produced  in  the  country  and 
partly  from  materials  that  are  imported,  and  the  article  i^ter  being- 
fabricaied  is  exported,  the  sooda  from  the  fordgn  countiy  can  be 
brought  into  the  free  zone,  ubey  can  be  mixed  or  fabrici^;ed  with  the 
local  or  native  product,  and  wn  the  manulsetured  artide  can  be- 
exported  without  the  encumfarance^of  the  custonui  laws  that  we  would 
have  to  contend  with  here. 

Mr.  Christopherson.  In  other  words,  what  is  meant  by  "finer 
port«"  is  the  matter  of  imports  and  exports  of  goods? 

Mr.  Hulbert.  Well,  what  is  meant  by  "free  port''  is  the  segrega- 
tion of  a  particular  area  which  may  be  either  on  the  water  or  inland. 
That  area  is  inclosed  by  a  stockade,  as  I  would  term  it,  and  the 
particular  area  thus  indicated  and  protected  is  freed  from  the  customs, 
regulations  except  as  to  products  which,  after  they  have  once  entered 
the  area  of  the  so-called  free  zone,  are  subject  to  customs  regulations- 
when  they  go  from  that  particular  area  within  the  stockade  into  the 
count  y  itself. 
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Mr.  Ckbistofherson.  So  that  if  w«  eslabliahied  a  free  sone  or 
free  port  in  any  place  here  in  the  country,  then  we  could  import  raw- 
material  into  that  free  zone  and  take  from  it  manufactured  into 
articles  and  transship  to  another  country  without  the  payment  of 

the  tariff.    Ts  that  what  you  mean? 

Mr.  HuLBERT.  That  would  be  ture  if  there  were  a  provision  in  this 
bill — which,  from  my  reading  of  it,  I  did  not  discover,  and  I  do  not 
beheve  it  is  there — providng  for  the  manufacture.  I  assume  that  in 
asking  for  the  enactment  of  this  particular  bill  it  was  not  desired  to 
include  in  it  the  privilege  of  manufacture,  which,  as  I  have  stated, 
exists  at  Hamburg  and  at  Copenhagen  but  not  at  the  other  ports 
throughout  the  world  where  a  free  zone  has  been  established. 

Of  course,  eliminating  the  element  of  manufacture,  there  are  many 
-other  advantages  to  be  gained  from  the  establishment  of  a  free  zone. 
fVnr  example,  about  50  per  cent  of  our  imports  from  the  port  of  London 
eoBsbt  of  artidfes  wmk  do  not  have  their  origin  in  Bnriand.  In 
other  words,  the  facitt^r  with  which  commerce  can  bis  handled  under 
the  less  restricliTe  legislation  of  Great  Britun  makes  Lenikm  a 
transshipment  center.  That  is,  goods  are  brought  from  all  parts  of 
Jiurope  mto  London,  they  are  stored  there  for  various  terms,  imtil  the 
merchants  find  it  to  their  advantage  to  make  shipment,  and  then  they 
are  shipped  from  that  point  to  their  ultinaate  destination.  It  is  my 
feeling,  at  least,  that  if  this  Government  were  to  establish  free  zones, 
it  would  make  of  those  places  where  there  was  a  sufficient  amount  of 
commerce  to  warrant  the  establishment  of  the  free  zone  under  the 
permissive  features  of  the  law  a  point  of  transshipment,  so  that  a  large 
amount  of  goods  would  come  to  that  point.  It  would  lend  immeas- 
urably in  the  development  of  our  merchant  marine,  and  the  merchant 
could  bring  those  goods  in  without  tying  up  any  additional  amount  of 
his  capital  in  the  payment  of  duties  until  there  was  a  favorable  market 
for  the  disposition  of  that  merchandise  and  he  knew  where  he  could 
dtsDoae  of  It. 

For  eKample,  a  man  oonid  load  a  whole  cargo  in  the  Argentine. 
He  mii^t  only  have  need  for  the  dispoMtkm,  say,  of  a  third  of  it  upon 
lis  aitnral  hm.  That  tlurd  lie  oowt  take  out,  pay  the  dnty  <m  it, 
and  fUp  it  to  thepoints  where  it  was  to  be  distributed  under  hb 
oontraet  of  sale,  llie  balaaoe  of  tlw  careo,  two-thirds,  weald  renuiii 
in  the  free  sone  until  there  was  a  fayerame  opportunity  upon  his  part 
to  dispose  ol  it  where  he  could  do  so  to  beet  advantage.  By 
having,  in  that  instance,  the  existence  of  a  free  zone,  that  man  would 
be  in  a  position  to  buy  a  larger  consigment;  he  would  get  it  at  a 
cheaper  price;  he  would  be  able  to  get  a  better  rate,  because  of  the 
utilization  of  the  ship  for  the  transportation  of  that  particular  cargo, 
and  he  would  have  the  goods  on  hand  in  the  free  zone  for  disposition 
when  he  was  able  to  produce  a  market,  and  there  would  be  sub- 
stantially larger  profit  for  him  in  the  transaction  and  at  the  same 
time  it  would  facilitate  his  activities  in  his  particular  field  of  compe- 
tiUon. 

Mr.  Chribtopbusok.  Now,  Mr.  Hulbert,  rigiii  there:  We  have 
our  Shipping  Board  end  our  eco^ratioD  orei^ed  for  that  purpose. 
What  wowi  you  say  as  to  the  adviaabflity  of  oreeting  a  new  cerpora- 
tkm  aoeh  as  this  bill  provides  lor,  whieh  woeid  to  at  least  a  eertain 
eslci^  eipadap  M  ito  aeliTitifla  Mm  MifaMqi  el  the  Shipping  Boenlf 
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Mr.  Hulbert.  I  do  ndt  Mre  that  it  would  overlap  m  the  aetivilaes 

of  the  Shipping  Board,  sir.  ,      */  i.. 

Mr.  Christopherson.  The  bill,  on  page  3,  states  that  this 
corporation  is  formed  ♦  ♦  *  to  own,  buy,  sell,  build,  operate, 
mortg^e,  and  charter  vessels,"  and  so  on.  What  I  had  in  mmd 
was:  Would  it  not  serve  the  purpose  just  as  well  if  we  would  grant, 
if  we  should  see  fit  so  to  do,  this  free  zone  without  the  creation  of  the 
new  corporation? 

Mr.  Hulbert.  In  the  first  place,  I  thought  it  was  the  poHcy  of  the 
Government  to  get  out  of  Government  operation  of  shipping. 

Mr.  Christopherson.  That  is  true,  but  they  have  not  as  yet. 

Mr.  Hulbert.  They  are  in  that  process,  I  take  it. 

Mr.  Christopherson.  I  believe  that  is  right. 

Mr.  Hulbert.  And  at  the  present  time  they  are  endeavoring  to 
dispose  of  the  vessels  which  the  Government  owns. 

Mr.  Christopherson.  It  would  be  your  judgment,  then,  that  if  we 
do  this  it  ought  to  be  done  through  a  separate  corporation,  a  private 
corporation  as  this  provides  for?  ^  ^  ^  ,  ^ 

Mr.  Hulbert.  I  am  just  looking  at  the  provisions  of  the  bifl  td wh^ 
you  called  my  attention,  and  fr^  a  hasty  reading  of  it  it  seems  to- 
me that  the  provimott  that  you  refer  to,  whidi  beings  on  line  5  of  page 
3,  Wtyuld  aumorise  this  corporation  to  either  construct  vessels  of  ita 
oWtk  OP  t6  do  what  oiket  private  corporations  are  doins,  and  that  is, 
take  oflF  th6  hailds  of  the  Shipping  Board  the  vessds  which  the  ShiiK 
ping  Board  has  now  and  would,  I  assume,  pursuant  to  the  policy 
which  has  now  been  formally  established  and  declared,  help  the  Ship- 
ping Board  to  get  rid  of  those  very  vessels  that  they  want  to  dispose 
of.  In  other  words,  if  the  corporation  sought  to  be  organized  by  the 
bill  now  before  you  were  organized,  in  order  to  carry  its  purposes  into 
effect  it  might  be  necessary  for  that  company  to  either  construct  or 
to  buy  or  to  charter  and  to  operate  vessels  for  the  purpose  of  bring- 
ing merchandise  to  the  free  zone  and  taking  merchandise  out  of  the 
free  zone. 

So  that  whether  you  were  to  do  it  by  a  private  corporation,  as  this 
bill  indicates,  or  whether  you  were  to  do  it  by  su<3t  an  agency  as- 
would  be  comparable  to  the  creation  of  the  Shipping  Board,  of  course, 
is  a  matter  for  Congress  to  detmnine;  but,  as  I  say,  snnce  it  seema 
that  the  Congress  has  determined  Hiat  tbe  ^ppmg  Board  shall 
gradually  cAimmate  itself  and  put  the  industry  back  into  the  hands  of 
private  owners,  I  shotdd  doubt  the  consistency  at  least  of  the  Gov- 
ernment setting  up  a  comparable  agency  to  the  Shipping  Board,  but 
would  feel  tiiat  the  Government  should  be  rather  more  inclined  to 
the  recognition  of  a  private  agency  for  the  purpose  of  developing  the 
idea  of  tne  free  port  or  the  free  zone  just  as  the  Government  is  now 
endeavoring  to  encourage  the  management  and  the  further  extension 
and  development  of  the  merchant  marine  by  private  interests.  More 
than  that,  it  is  my  recollection  that  when  the  Tariff  Commission 
made  its  report  it  specifically  recommended  that  these  free  zones 
should  not  be  constructed  at  the  expense  of  the  Government  or  at 
cost  to  the  Government  but,  rather,  should  be  done  by  the  States  or 
by  the  municipalities  or  the  other  governmental  divisions  where  the 
proposed  free  port  was  to  be  located.  So  that  it  was  my  imderstand* 
mg  that  when  the  Tariff  Conunission  made  its  report  it  eliminated 
from  consideration  the  propostion  that  thisse  free  IsoiMi  H^uht 
constructed  and  developed  by  the  Government. 


Now  may  I  say  to  you  that  following  my  service  as  a  Member  of 
this  House,  I  was  for  four  years  commissioner  of  docks  and  director 
of  the  port  of  the  city  of  New  York,  and  for  four  years  thereafter  I 
was  a  member  of  the  board  of  aldermen  and  of  the  board  of  estimate 
And  apportionment  of  the  city  of  New  York,  and  in  that  capacity,  a 
member  of  the  sinking  fund  commission,  which  passes  upon  all 
Teoommendations  of  the  dock  department  respecting  the  lease  of 
municipally  owned  water  front;  and  it  is  my  feeling  that  free  zones 
would  never  be  adequately  developed  if  it  were  left  to  municipal  or 
to  State  appropriation  of  funds  for  their  devdopment.  I  thiiidk  that 
it  must  be  done  either  by  the  Federal  Government  itself  or  else  by 
private  interest,  because  1  feel  that  while  it  is  not,  pcdiaps,  possible 
at  the  present  time  to  determine  whore  these  free  zones  ought  to  be 
located,  and  certainly  no  one  would  want*  to  locate  a  free  zone  at  a 
point  until  he  had  satisfied  himself  that  there  was  a  sufficient  amount 
of  prospective  transshipment  business  to  warrant  its  establishment 
at  that  point,  it  would  be  a  physical  impossibility  to  correlate  the 
free  zones,  if  you  had  more  than  one,  in  different  States  if  their 
management  were  left  to  the  State  or  to  the  municipality,  unless  in 
the  case  of  States  you  had  treaties  ratified  between  the  several  States 
where  the  free  zones  were  located.  In  the  case  of  cities,  if,  for  ex- 
ample, you  had  one  in  New  York  and  another  one  in  New  Orleans 
and  another  one  in  San  Francisco,  I  do  not  know  how  you  would 
establish  the  relationship  between  the  municipalities  for  the  operation 
of  those  free  zones  in  a  cooperative  way  that  it  would  be  possible 
to  do  if  they  were  established  and  operated  imder  the  direction  of 
A  privately  owned  corporation  or  by  an  agency  such  as  the  Ship- 
ping Board  is,  acting  under  the  general  dirMldon  of  ^  Qovemment 
of  the  United  States.  Have  I  made  dear  that  particular  point, 
Mr.  Chairman? 

Mr.  Christopherson.  Yes,  sir. 

Mr.  HvLBERT.  At  the  present  time  a  man  can  import  merchandise, 
he  can  pay  the  duty  on  it,  he  can  bring  it  into  the  country,  he  can 
utilize  it  in  fabrication,  and  then,  upon  the  export  of  it,  he  can  apply 
for  a  drawback,  and  if  he  is  successtul  he  gets  back  99  per  cent  oi  the 
duty  that  he  paid ;  but  in  order  to  do  that  he  has  to  make  a  very  definite 
submission  of  proof  as  to  the  identity  of  the  particular  article  that 
came  in  and  went  out,  and  sometimes  its  identity  is  so  transformed  in 
the  operation  and/or  fabrication  that  it  is  extremely  difficult  to  do 
that  in  almost  every  instance.  The  procedure  of  making  the  proof 
is  a  very  laborious  one,  and  sometimes  the  importer  fails  altogether  to 
Uet  his  drawback;  and  sometimes,  while  he  gets  a  rebate  of  99  per 
«ent,  the  cost  to  him  in  making  a  record  during  the  process  of  fabrica- 
tion or  manufacture  and  then  in  following  that  up  and  collecting  and 
aubmitting  his  proofs,  will  aggregate  anywhere  from  15  to  35  per  cent, 
so  that  I  have  known  of  instances  where  manufactiurers  have  not  even 
bothered  to  apply  for  the  drawback  because  they  said  that  the  process 
was  so  cumbersome  and  so  unsati^actory  that  it  was  not  worth  while. 

Mr.  Chbistopherson.  This  procedure,  if  adopted,  would  avoid  tihe 
necessity  of  pajFing  the  tariff  in  advance? 

Mr.  HuLBERT.  It  not  only  would  avoid  the  necessity  of  payine  the 
tariff  in  advance  but  it  would  eliminate  all  the  red  tape  that  you  have 
to  go  through  now  from  the  time  that  a  vessel  enters  a  port  until  the 
•cargo  has  been  placed  into  the  control  of  the  conaignee.  One  of  th# 
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most  important  things  to  the  importer  to-day  as  well  as  to  the  steam- 
ship operator  is  that  the  owner  of  the  goods  be  given  the  custody  of 
his  merchandise  and  the  control  of  it  as  soon  as  possible.  You  have 
larger  ships.  They  carry  bigger  cargoes.  The  profit  that  a  vessel 
can  make  to  its  owner  depends  upon  the  number  of  voyages  that  she 
can  complete  in  a  year,  and  consequently  it  is  of  the  greatest  im- 
portance that  there  be  the  quickest  turn  around  on  the  ship  possible. 
To-day  there  is  at  least  24  hours  lost  on  the  arrival  of  a  ship  because 
of  the  red  tape  they  have  to  go  through  before  the  merchandise  can 
be  entered  and  the  possession  taken  of  it;  but  if  you  had  a  free  zone 
and  that  vessel  were  entering  at  the  free  zone  it  would  be  brought  in 
under  a  customs  commission  pilot  and  the  owner  of  its  cargo  could 
enter  upon  the  possession  of  it  immediately  upon  the  docking  of  the 
vessel. 

In  that  connection  here  is  another'  very  important  point,  I  think, 
that  is  to  be  str^sed:  At  the  present  time  there  are  definite  hours 
during  which  cargo  can  be  discharged  and  loaded.  Outside  of  those 
hours  you  have  to  have  a  permit.  You  not  only  have  to  have  a  per- 
mit, but  you  have  to  pay  the  extra  cost  of  customs  guards  and  agents 
who  are  necessarily  on  duty  during  this  period  of  overtime.  In  the 
free  zones  that  I  am  familiar  with — and  I  visited  a  great  many  of 
them  throughout  the  world — you  can  operate  during  a  period  of  24 
hours  without  any  customs  restriction  whatsoever.  Of  course,  you 
have  customs  regulation.  That  is  necessary  and  proper  in  order  to 
prevent  fraud  in  the  bringing  of  any  merchandise  from  the  customs 
zone  into  the  country  itself,  but  you  do  not  have  customs  restrictions 
as  against  customs  regulations,  and  the  vessel  can  work  and  the  owner 
of  the  cargo  can  operate  on  the  discharge  of  his  cargo  for  a  period  of 
24  hours  in  the  day.  It  goes  without  saying  that  mat  is  a  very  im- 
portant circumstance  to  any  importer  as  well  as  to  the  operator  of  the 
steamship  line  itself. 

I  did  not  go  into  the  question  about  manufacturing  in  bond  be- 
-cause,  as  I  say,  I  do  not  see  any  provision  in  this  bill  for  manufacturing 
within  the  free  zone.  I  take  it  that  it  is  not  intended  to  have  that 
provision  incorporated.  I  may  have  overlooked  it,  but  I  have  not 
seen  it  here. 

Mr.  Celler.  Would  not  section  9  give  you  the  right? 

Mr.  HuLBERT.  There  is  a  provision  which  authorizes  the  Secretary 
of  the  Treasury  to  issue  permits  for  the  purpose  of  having  the  xnatenal 
sent  from  the  free  zone  through  to  the  point  of  dehvery. 

Mr.  Celler.  I  mean  section  9,  which  reads  as  follows: 

Foreign  and  domestic  merchandise  of  every  description,  except  such  as  is 
prohibited  by  law,  may,  without  being  subject  to  the  custom  laws  of  the  United 
States,  except  as  otherwise  provided  in  this  act,  be  brought  into  a  zone  and  tl^ie 
stored,  exhibited,  broken  up,  repacked,  asseinbled,  distributed,  sorted,  refined, 
graded,  cleaned,  mixed  with  foreign  or  domestic  merchandise,  or  otherwise 
manipulated  and  be  exported. 

Mr.  HuLBBRT.  That  is  all  right,  but  that  does  not  include  fabrica* 
tion. 

Mr.  Celler.  It  would  not  include  manufacturing? 

Mr.  HULBERT.  No. 

Mr.  £dmands.  Go  down  a  Uttle  farther.   Read  the  proviso. 


Mr.  HuLBERT.  The  point  I  just  fefemd  to  is  light  in  the  sune 

paragraph,  in  line  14: 

Provided,  That  when  the  privilege  has  been  requested  the  Secretary  of  the 
Treasury  is  hereby  authorized  upon  being  indemnified  to  issue  ijermits  and  make 
rules  and  regulations  whereby  foreign  merchandise  may  be  sent  from  a  zone  into 
customs  territory  of  the  United  States  and  there  manufactuied,  assembled,  re- 
fined, mixed  with  other  merchandise,  or  otherwise  manipulated  and  within  12 
months  from  date  of  issuing  permit  returned  to  the  zone. 

But  you  see  that  provision  simply  provides  for  the  fabrication  out- 
side of  the  zone  and  not  in  the  zone. 
Mr.  Celler.  With  the  Secretaiy  of  the  Treasury's  consent. 
Mr.  HuLBERT.  Yes,  sir;  and  upon  such  terms  and  ocmditions  a(i 

he  mav  provide  for  that  purpose. 

Rather  than  take  up  time,  I  would  be  glad  if  the  members  of  the 
committee  would  indicate  to  me  any  particular  information  which 
they  feel  I  may  have  that  I  can  give  m  response  to  any  questions 
that  may  be  put  to  me.  [After  a  pause.]  I  do  not  claim  to%now 
all  there  is  about  free  zones.  I  thmk  my  knowledge  falls  very  far 
short  of  that. 

But  it  may  be  of  interest  to  the  members  of  this  committee  to 
know  that  when  the  first  resolution  was  introduced  by  me  in  1916, 
the  then  chairman  of  the  Waj[s  and  Means  Committee,  who  was  a 
member  of  my  own  party,  insisted  that  it  was  a  protection  matter 
Mid  the  acting  chairman  of  the  minority  party  in  we  House  at  that 
time  insisted  it  was  a  free-trade  measure;  and  when  I  discussed  it 
later  on  with  a  former  Member  of  the  House,  whose  name  was 
attached  to  one  of  the  most  famous  tariff  bills  that  Congress  ever 
passed  and  who  had  meanwhile  gone  over  to  the  Senate,  he  said, 
"Yes,  I  am  perfectly  familiar  with  the  subject."  He  said,  "I  have 
seen  it  in  its  operation  over  in  Hong  Kong^  China,  and  I  know  all 
about  it";  but  the  so-called  free-trade  zone  m  Hong  Kong,  China,  is 
not  a  free-trade  zone  at  all.  It  is  simply  a  British  preferential  trading 
port  for  the  benefit  of  the  British  Empire  and  nobody  else.  Anyone 
w^ho  has  examined  the  files  at  the  Congressional  Library  will  find  that 
prior  to  the  time  that  the  Tariff  Commission  took  up  this  subject  for 
mvestigation,  it  was  almost  impossible  to  get  any  informi^ti9Q>  upon 
the  subject  of  the  operation  of  free  zones  at  all. 

Mr.  Christopherson.  Did  you  say  this  Tariff  Commission  recom- 
mended the  adoption  of  free  zones? 

Mr.  HuLBERT.  Yes,  sir;  they  did. 

Mr.  Chbistopherson.  Wkm  was  that? 

Mr.  HuLBBBT.  I  think  it  was  in  1921. 

Mr.  Chbistophebson.  Mr.  Hullx^,  it  is  vour  opinion,  is  it,  that 
the  establishment  of  ports  of  this  kind  would  be  helpful  to  our  trade 
and  commeree? 

Mr.  Hulbbbt.  I  unhesitatingly  say  so;  yes,  sir. 

Mr.  Chairman,  may  I  call  attention  to  a  communication  in  addi- 
tion to  the  one  referred  to  by  Ocm^ssBiiii  Cell^,<  which  was  printed 
for  the  use  of  the  Committee  on  Ways  and  Means  of  the  House  of 
Representatives  in  1919?  It  has  no  House  Document  number,  but 
there  is  a  letter  of  transmittal  from  the  United  States  Tariff  Com- 
mission to  the  Committee  on  Ways  and  Means.  Evidently  it  was 
printed  for  the  information  of  the  committee  and  not  for  general 
distribution.  The  letter  is  dieted  October  9,  1919«  and  it  submits  a 
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report  together  with  evidence  taken  before  the  Tariff  Commission. 
On  page  15  of  the  document  appears  the  following  statement: 

In  the  judgment  of  the  Tariff  Commission  it  is  highly  important  that  the  neces- 
sary capital  should  be  provided,  not  by  the  Federal  Government  but  by  tlie 
State  or  municipality  within  which  the  free  zone  is  established.  The  necessity 
of  meeting  the  oost  of  oonstruction  and  equipment  from  local  resource*  would  go 
far  to  limit  the  application  for  free  zone  privileges  to  those  ports  where  tnere  is  a 
prospect  that  the  acquisition  of  them  would  be  justified  by  the  results,  while,  on 
the  other  hand,  the  hope  of  securing  a  Government  expropriation  would  attract 
an  application  from  every  handling  place  on  the  coasf. 

I  maintain  that  it  would  be,  at  the  present  time  at  least,  a  practical 
impossibility  for  a  community  like  New  York  City  to  finance  itself 
what  I  would  consider  to  be  an  appropriate  free  zone,  because  the  city 
of  New  York  at  the  present  time  within  the  provisions  of  its  debt 
limit  has  all  it  can  do  to'fibattce  the  construction  of  future  subways 
and  public  schools  ahd  other  buildings  that  are  essentiaUy  a  part  of 
tihe  ptogrese  oi  muoieipal  development. 

Tnere  are  just  two  or  three  more  points  that  I  would  like  to  stress 
because  of  tm  Importance  that  I  think  they  have  to  the  consideration 
of  this  question.  I  think  it  is  a  fair  statement  to  say  that  t^e  cost  of 
handling  of  merchandise  at  the  port  after  it  leaves  the  ship  and  goes  to 
the  warehouse  is  ^ater  than  the  cost  of  transportation  from  the  point 
of  origin  to  the  point  of  destination.  In  some  instances  the  warehouses 
are  within  a  block  or  two  of  the  dock  and  yet  it  costs  more  money  to 
get  the  goods  off  the  dock  and  get  them  over  to  the  warehouse  than  it 
costs  to  transport  those  goods  from  some  point  of  shipment  in  Europe 
to  a  port  upon  the  seaboard  of  the  United  States.  Owing  to  the  condi- 
tion of  our  docks  and  the  system  under  which  we  persist  in  building 
them  in  America,  it  is  almost  imperative,  and  it  certainly  is  imperative 
in  the  larger  ports,  that  the  goods  be  gotten  off  the  dock  within  not 
more  than  48  hours  after  they  are  discharged  from  the  vessel  because 
of  the  fact  that  our  water-front  facilities  to-day  have  reached  the 
saturation  point.    What  is  the  result? 

A  man  must  know  before  the  goods  get  there  what  he  is  going  to  do 
with  them.  It  does  not  give  a  merchant  any  time  to  consider  and 
make  up  bb  mind  after  the  goods  an  reoeiVBd,  because  if  he  htm  not 
immediate  shipping  intftractaons  arailable  be  has  got  to  add  tide  double 
cost  to  get  the  goods  off  the  pieo^  witibin  the  time  required  ioft  ttAt 
puipoee  uid  take  them  to  a  war^uae ;  and  thMi  if,  peraiance,  witMn 
two  or  three  days  after  that  time  he  has  determined  upon  their  dis- 
position to  some  point  in  the  country  by  rail,  for  example,  he  has  the 
additional  cost  of  taking  the  goods  out  of  the  warehouse  and  getting 
them  over  to  the  freight  station.  That  is  an  element  that  can  be 
avoided  bv  the  creation  of  a  free  zone,  because  these  goods  will  be 
dischargea  in  the  free  zone  right  into  the  warehouse.  It  will  be  all  a 
part  of  one  transaction.  You  will  minimize  the  cost  of  transportation 
and  you  will  put  the  American  manufacturer  or  the  American  im- 
porter and  shipper  in  a  position  where  he  will  be  better  able  to  com- 
pete with  the  representatives  of  other  nations  in  the  regidar  channels  of 
commerce  throughout  the  world. 

Mr.  Yates.  May  I  interrupt  to  ask  you  a  question? 

Mr.  HuLBERT.  I  shall  be  very  glad  to  answer. 

Mr.  Yates.  Do  other  nations  which  have  this  contrivance  have  this 
difficulty? 

Mr.  HuLBBBT.  No;  not  to  the  extent  we  have. 


Mr.  Yates.  Great  Britain,  for  instance. 

Mr.  HuLBERT.  No,  sir.  Great  Britain,  of  course,  is  a  free-trade 
country,  and  consequently  the  importer  

Mr.  Yates.  They  have  a  good  many  tariffs  now. 

Mr.  HuLBERT.  Yes,  sir.  They  have  more  tariffs  than  they  ever 
had  prior  to  the  war,  but  at  the  same  time,  in  spite  of  the  enactment 
of  tariff  legislation,  in  Great  Britain,  there  is  a  tremendous  amount 
of  elasticity  in  the  customs  regulaticms  and  it  pennitB  the  importer- 
a  pretty  free  luund.  For  iiistaiioe,  let  me  give  you  an  ilkwirataoii; 
Some  time  ago ,  when  I  was  in  London ,  I  was  taken  by  a  member  of  tho 
London  port  authority  down  to  a  govenmient  warehouse,  and  I 
went  up  on  one  of  the  upper  floors  of  that  warehouse  and  here  were^ 
laid  out  great  exhibition  rooms  where  merchandise  that  had  come 
into  London  from  all  the  four  comers  of  the  world  was  on  exhibition 
notwithstanding  the  fact  that  it  had  come  in  there  in  bond,  and  yet 
they  had  no  customs  regulation  to  go  through  except  to  get  a  permit 
to  take  whatever  thej  wanted  to  out  of  stock  and  take  it  up  and  put 
it  on  exhibition  in  this  room,  not  one  room  but  many  rooms,  just  like 
a  great  commercial  museum,  and  the  merchants  of  London  could  take 
their  prospective  customers  from  America  or  from  Australia  or  from 
any  other  point  of  the  globe  down  to  this  government  warehouse  and 
take  them  up  to  these  exhibition  rooms  and  actually  display  the  sam- 
ples of  the  wares  that  they  had  for  sale  either  in  England  cr  any  other 
place,  with  the  same  facility  and  with  ^eater  freedom  than  they 
could  do  in  their  respective  places  of  busmess  in  the  city  of  London. 
What  a  great  advantage  that  is,  and  yet  what  merchant  in  America 
can  do  t&Eit  under  our  customs  system  to-day?  Not  one.  I  cite  that 
in  answer  to  your  question,  to  show  the  extent  to  which  the  British 
Government  has  gone  to  help  the  Britsh  importer  and  exporter 
compete  with  his  rivals  for  the  control  of  world  commerce,  which  has 
been  England's  ambition  for  centuries.  They  accomplish  the  result, 
and  I  say  if  America,  particularly  looking  toward  the  South^  the  West 
Indian  coimtries,  Central  America,  and  South  America,  is  to  have 
the  advantage  that  her  neighborliness  ought  of  itself  to  give  her,  she 
must  eliminate  a  great  many  of  these  restrictive  measures  in  order 
to  put  the  American  merchant  in  a  position  where  he  can  compete, 
at  least  upon  an  equal  footing,  with  the  merchants  of  Europe,  who 
to-day  are  in  the  ascendency  in  practically  every  country  in  South 
America. 

Another  point  that  I  would  like  to  emphasize  is  this,  and  I  could 

f've  many  illustrations  of  it:  We  purchase  merchandise  in  the  Far 
ast  and  in  many  other  coimtries  of  the  globe  where  the  producer 
lacks  the  facilities  and  does  not,  perhaps,  understand  the  necessity 
for  the  grading  of  the  merchandise.  That  merchandise  is  brought  into- 
om  of  our  American  ports.  ^  Before  our  merchant  can  dispose  of  that 
merchandise  to  a  more  discriminating  puUio  in  America  than  we  find 
in  many  other  countries,  it  is  necessary  for  him  to  have  all  of  that 
merchandise  graded  and  classified.  What  they  do  to^lay,  I  am 
informed,  is  to  pay  the  duty,  and  then  bring  the  merchandise  isk  and 
grade  it  and  classify  it  and  then  find  that  they  have  paid  a  duty  on  a 
very  substantial  part  of  it  of  an  inferior  quautj  because  at  the  time 
they  entered  it  they  could  not  tell  what  proportionate  part  of  it  would 
come  in  Grade  A  and  what  part  would  come  in  Grade  B»  ^nd  so  on; 
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and  they  had  to  take  it  as  they  found  it  beicause  the  very  nature  and 
character  of  the  merchandise  required  prompt  action  and  they  just 
had  to  suffer  that  loss.  Now,  if  you  had  a  free  port  or  a  free  zone 
or — the  title  in  the  Jones  bill — a  free  foreign- trade  zone,  or  a  point  of 
transshipment  or  whatever  you  want  to  c^l  it,  when  the  merchandise 
arrived  it  would  be  taken  off  the  ship  and  it  would  be  put  into  one  of 
these  warehouses  and  it  would  be  graded,  and  after  it  was  graded 
and  dasfiified  the  merchant  would  ship  it  out  according  to  its  srade 
and  dassifioatieai  and  he  would  pay  the  4nty  based  upon  Uie  vauie  as. 
determined  by  that  ckMificatUm. 

Mr.  Ohbistopherson.  This  would  necessitate,  on  the  part  of  the 
Government,  erecting  these  warehouses  and  building  these  zones? 

Mr.  HuLBERT.  No,  sir.  As  I  understand  it,  it  is  contemplated  that 
under  this  bill  these  warehouses  would  be  constructed  by  private 
funds  but  that  they  would  be  operated  with  customs  supervision. 
They  would  be,  of  course,  within  what  I  call  the  stockade.  They 
would  be  in  the  corral. 

Mr.  SwANSON.  They  would  be  purchased  by  the  private  funds  of 

this  corporation? 
Mr.  HuLBERT.  I  so  understand  it;  yes,  sir. 

Mr.  Browning.  That  is  what  the  billion-dollar  authorization  is  for, 
I  understand. 

Mr.  SwAnaON.  And  it  provides  for  a  billion-dollar  debenture  issue. 

Mr.  HuiABBT.  Where  is  that? 

Mr.  Bbownino.  Sectikm  2,  page  4. 

Mr.  HuLBEBT.  I  confess  I  am  not  famfliar  wi^  that. 

I  am  informed  that  section  2  has  been  strsek^uMt  IMd  that  section 
3  is  now  seetion  2*  I  hmte  just  h%m  handed  a  cof^  of  the  amended 
bill. 

Mr.  Edmonds.  There  is  nothing  in  the  bill  bef <»e  ue  ikM  shows 

section  2  stricken  out,  Mr.  Chairman. 

Mr.  Christopherson.  They  handed  me  an  amended  copy  that  I 
forgot  to  bring  down.    I  can  get  that. 

Mr.  HuLBERT.  I  make  that  statement  for  the  recoirf,  that  the  bill 
that  has  just  been  handed  to  me  eliminates  all  of  section  2  in  the 
original  print  and  section  3  is  now  numbered  section  2. 

Mr.  SwANSON.  Then,  as  I  understand  you,  the  physical  property 
of  warehouses  and  docks  and  the  land  would  be  owned  by  this  cor- 
poration, its  funds  for  that  purpose  being  derived  from  the  sale  of 
stock. 

Mr.  HuLBiorr.  As  I  said  in  the  bednning,  I  did  not  draft  this  biD 
and  I  am  not  very  fam^ar  with  iti  llkare  read  it  over,  and  it  appears 
to  me  that  this  hfll  is  like  anv  charter  that  would  be  made  for  a 
corporation  eaeept  that  instead  of  being  a  charter  under  a  State  it 
has  been  ehanged  in  its  phraseology  so  that  it  bee^nea  a  charter  of 
the  Congrees  of  the  United  States. 

Mr.  CHBiSToraBBSOK.  I  may  say  in  this  connection  that  I  behevv 
what  the  committee  more  particularly  want  to  find  out  about  is  the 
general  broad  policy  and  the  wisdom  of  establishii^  these  ixmm 
rather  than  the  details  of  the  bill  at  this  time. 

Mr.  HuLBERT.  I  quite  agree  that  the  fundamental  thing  is,  is  it 
consistent  with  the  policy  of  the  Government  of  the  United  States 
to  recognize  the  principle  and  authorize  the  creation  and  the  main^ 
tenance  of  free  zones. 


Mr.  Edmonds.  Mr.  Chairman,  migl^t  I  interrupt?  i^u^; 
Mr.  HuLBERT.  Yes,  certainly. 

Mr.  Edmonds.  I  do  not  think  you  will  find  here  any  opposition 
to  the  formation  of  a  foreign-trade  zone.  1  think  that  you  will  find 
that  everybody  here  that  I  know  of  is  in  favor  of  the  formation  of  j, 
foreign-trade  zone,  but  the  opposition  will  come  from  the  formdWl 
proposed  in  this  hm.   I  woida  suggest,  Mr.  Hulbert,  if  I  may  

Mr.  Hulbert.  Yes,  sir. 

Mr.  Edmonds.  The  Shipping  Board  just  finished  about  a  year  ago 
a  complete  survey  ot  loreigii-tnkde  zones.  ^  You  can  get  from  -them  a 
booklet  which  covers  all  of  that  legislation  up  to  tne  present  day, 
all  the  proposed  l0gi8lati<m»  ail  t^e  action  of  the  Federal  Trade  Com- 
missioD,  and  also  a  stateoMnt  oi  aU  the  foreign-trade  zones  in  the 
mild  and  the  legislation  and  the  manner  in  which  they  are  conducted. 
U  you  will  get  thai  book  it  ndll  giTeyou  tka;iRbt^e  atoiyof  the  loneign- 
trade  zones. 

Mr.  Hulbert.  I  would  like  to  have  the  record  show  that  I  hand 
up  the  documents  Mr.  Edmonds  mentions.  I  have  no  doubt  at  all 
that  other  copies  are  readily  obtainable  from  the  Shipping  Board. 

Mr.  Christopherson.  Let  the  record  show  that  there  will  be 
presented  to  the  committee  a  book,  Foreign  Trade  Zones. 

Mr.  Hulbert.  I  assume  that  the  proposed  corporation  will  have 
its  own  counsel  speak  to  you  on  the  question  of  the  legality  of  the 
bill,  but  may  I  just  call  your  attention  to  one  or  two  things  so  that 
it  will  be  in  the  record? 

Mr.  Christopherson.  Yes. 


Mr.  HmLABST.  On  page  7,  line  13,  in  tbe  defimUnna  appean  the 

a  "foragn-trada  aone^' as 


foUowing:  The  teim  '*mm»"  naaaa  a  "foragn-trada  aone"  as  pio- 
Tided  in  this  aei.  Tlial,  I  tUnk,  meala  the  proTiskms  of  the  Joiiet 
bitt  as  I  Madl  it. 
Mr.  BmiomB.  It  meets  some  of  thsiB^. 

Mr.  HuLBH».  Im  tka  sssond  plaee,  as  I  kava  said,  whether  jou 
irill  decide  upon  Uie  qnestktt  ol  tree-trade  zones  at  all  or  not  seems 
to  me  to  be  fupdameoitsly  and  I  am  glad  to  have  it  indicated  that 
there  is  not  likely  to  be  any  objection  on  the  part  of  anybody  to 
that  proposal.  Then,  necessarily,  the  next  question  that  arises  is: 
How  shall  it  be  done?  Shall  it  be  done  by  the  Government?  The 
Tariff  Commission  recommends  against  it.  Shall  it  be  done  by  the 
States  or  the  municipaUties  in  the  States  where  the  proposed  zone  is 
to  be  located?  I  say  that  that  is  a  financial  improbability,  in  my 
opinion.  If  this  free  zone  is  going  to  do  any  one  thin^  at  all  it  is 
going  to  revolutionize  the  system  and  manner  of  handling  cargo  in 
American  ports.  I  have  had  some  experience  with  that.  I  have 
visited  most  of  the  important  forei^  ports.  I  ha^e  tried  to  talk 
the  idea  of  building  docks  in  Amenca  tliat  are  oomiiarable  to  the 
docks  in  such  pmrfts  ss  Hamburg,  but  yo«  can  not  talk  that  idea  into 
some  of  our  peoplk  baeause  HSm  Uiink  what  was  good  for 
grandlatiien  is  good  enou^  for  us,  and  I  think  we  have  the 
mast  situated  system 4)f  doddboig  faeibties  in  Amsnca^f  any  int^ 
class  port  tliat  I  nave  ever  been  to. 

II  you  are  goiag  to  allow  the  municipalities  to  proceed  in  the  future 
as  th/sy  have  oeen  doing  in  the  past  and  clothe  them  with  the  author- 
ity to  construct  these  tree  zones — ^if  you  authorize  them,  well,  they 
will  be  built  on  a  peanut  stuid  basis.  I  beheve  that  il.tlweJs  any 
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merit  in  this  proposal  at  all  it  ought  to  be  sufficiently  attractive  to 
private  interests  to  appropriate  the  necessary  amount  of  capital  to 
do  the  job  on  a  big,  comprehensive,  modern,  up-to-date  system  or 
we  ought  to  leave  it  alone;  and  I  can  see,  without  having  given  a 
great  deal  of  thought  to  that  particular  point,  the  advisability  of 
having  it  done  by  a  corporation  which  is  organized  under  an  act  of 
Congress,  because  there  is  a  peculiar  agency  or  relationship  that  will 
exist  under  this  bill,  if  it  becomes  a  law,  on  the  part  of  the  corpora- 
tion to  be  created  to  the  Government  itself. 

The  Government  is  in  full  power  and  control  with  respect  to  the 
administration  of  customs.  The  Government  says  to  this  corporation,, 
according  to  the  terminology  of  this  bill,  "We  authorize  you,  subject 
to  such  plans  as  may  be  submitted  and  approved  by  the  Secretaries 
enumerated  in  the  bill,  to  proceed  witiii  the  oonstnietion  of  a  free  port 
or  a  free  zone  or  a  port  of  transshipment;  and  within  that  puiicular 
area,  when  it  is  constructed  to  meet  -^e  requirements  and  has  the 
approval  of  tiie  Government,  all  customs  restrictions  are  off.''  Now^ 
the  Govemmtot  must  Iwye^  first  of  all,  some  reUance  in  the  corpora- 
tion confomung  to  tiie  requirements  which  the  Government  is  obliged 
to  establish,  and  secondly,  there  must  be  some  power  on  the  part  of 
the  Government  to  enforce  the  obligations  that  any  such  corporation 
would  assume.  Therefore  it  seems  to  me  that  it  would  be  entirely 
logical  and  proper  that  the  Government  would  say,  "We  propose  to 
charter  this  as  a  Federal  corporation.  We  propose  to  lay  down  the 
requirements  in  this  bill  for  an  annual  report  to  the  Government  of 
the  activities  of  this  corporation  in  order  that  we  may  exercise  a 
proper  measure  of  supervision  over  it,  and  we  intend  to  reserve  to 
ourselves  the  right  to  repeal  the  powers  that  are  conferred  under  this 
bill  if  and  when  it  appears  to  our  satisfaction  that  the  corporation 
created  by  this  legislation  has  proved  false  to  the  trust  which  tiie 
Government  has  reposed  in  it.'' 

Now,  gentlemen,  that  summarizes  my  views  upon  iMs  subject. 
If  there  are  any  questions  that  any  of  the  members  of  the  committee 
desire  to  ask  me,  I  shall  be  very  pleased  to  answ«r  them,  or  if  the  com- 
mittee feel  that  I  can  be  helpful  at  all  in  the  preparation  and  submis- 
sion of  a  brief  I  will  be  glad  to  do  it,  because,  gentlemen,  I  have  been 
interested  in  this  free-zone  question  since  back  in  1910;  and  particu- 
larly since  I  introduced  the  legislation  I  have  referred  to  in  the  House 
in  1916  and  1917,  and  during  my  service  as  dock  commissioner  in 
New  York,  I  placed  myself  in  touch  with  the  port  authorities  of  the 
leading  ports  throughout  the  world  and  I  visited  those  ports  and  I 
made  a  study  of  this  situation.  I  think  that  I  have  done  something  to 
inform  myself  about  it,  and  I  am  perfectly  willing  to  give  this  com- 
mittee the  benefit  of  any  information  that  I  have  that  may  be  helpful 
to  them  in  reaching  the  proper  disposition  of  the  matter. 

Mr.  Christopherson.  The  committee  will  be  very  glad  to  have 
your  brief  on  file. 

Mr.  HtFLBBBT.  Thank  you. 

Mr.  Chbistophebson.  Mr.  Browning  wuhes  to  ask  you  some 
questions. 

Mr.  Browning.  If  the  Congress  should  decide  that  tine  policy  of 
estahjishing  these  free  ports  should  be  inaugurated,  and  some  group 
elnnlen  ower  than  tMse  engaged  in  the  same  kind  ol  commerce 
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should  want  to  establish  some  for  themsehres^  does  this  bill  mean  that 
the  incorporators  here  have  a  complete  monopoly  in  the  United 
States  and  no  one  else  can  avail  themselves  of  that  privilege? 

Mr.  HuLBERT.  I  do  not  read  that  this  bill  restncts  the  Congress 
from  chartering  any  other  corporation. 

Mr.  Browning.  But  does  it  give  it  the  privilege  of  doing  that  in 

this  bill? 

Mr.  HuLBERT.  Congress  certainly  would  have  the  privilege  if  they 
did  not  preclude  themselves  by  the  legislation  contained  in  this  bill. 

Mr.  Christophbrson.  I  presume  if  this  corporation  was  created, 
they  would  have  a  monopoly  unless  Congress  created  another  one. 

Mr.  Hm.BBBT.  Ckvtaimj. 

Mr.  GHBiBTOPHEBSOir.  hnt  Congress  would  always  have  the  right 
to  create  another  oOTpoiratioii  if  they  saw  fit. 

Mr.  BaowNiiro.  llie  point,  to  my  mind,  is,  if  we  are  going  to  adopt 
the  policy,  we  can  make  it  broad  enougn  for  anyone  who  met  tne 
reqmrements  to  create  a  corporation  and  do  business. 

Mr.  Christopherson.  That  is  a  good  suggestion  aad  one  thai  wffl 
be  considered  in  the  details  of  the  bill. 

Mr.  Lankfobd.  May  I  ask  a  question? 

STATEMENT  OF  HON.  MENALCUS  LANKFORD,  A  REPRESENTATIVB 
IN  CONGRESS  FROM  THE  STATE  OF  VIRGINIA 

Mr.  Lankford.  I  represent  the  Hampton  Eoads  area,  and  we  are 
tremendously  interested  in  this  proposition. 

I  want  to  thank  the  gentleman  for  hi^  very  clear  statement  on  the 
subject.  There  k  oidir  one  wmt  in  that  that  bothers  me  and  some 
of  the  othera.  Mr.  Umrm,  the  Natft(»ial  Foreign  Trade  Association 
oounsel,  is  interested  in  the  question  just  asked  Ey  Mr.  Brownmg.  I 
would  like  to  ask  this  gentkinan  if  it  would  be  agreeaye  to  Idm  and 
Us  Mends  in  this  appMl  to  simply  establish  these  zones  and  lot  any 
corporation  hereafter  oiganiaea  under  the  acts  of  Congress  take 
advantage  of  those  zones  under  proi>er  representations  to  the  proper 
department,  because  we  feel  that  this  is  ^oing  to  mean  a  monopoly, 
although  it  might  be  a  helpful  monopoly  m  a  way.  But  we  want  to 
ask  the  committee  to  look  into  that  and  probably  get  some  informa- 
tion from  these  gentlemen  if  it  would  not  be  just  as  satisfactory  to 
them  to  establish  a  zone  and  let  any  corporation  organized  hereafter 
under  acts  of  Congress  take  advantage  of  it. 

Mr.  Browning.  Do  you  think  it  would  be  a  wise  policy  to  try  to 
designate  the  zone  or  to  fix  conditions  by  which  zones  could  be 
desipiated? 

Mr.  Lakkford.  I  would  think  of  it  in  this  way  :  The  Welch  bill 
says  there  shaU  be  not  more  than  one  zone  in  each  State,  I  believe,  or 
something  of  that  kind,  hut  kt  it  be  done  by  the  Secretary  of  the 
TreMiiry  or  a  group  or  whoever  does  it;  let  them  designate  on  a  proper 
MM^ication  from  a  corporation  organized  under  the  acts  of  Congress. 
That  woidd  just  be  ray  somstkMi.  .  '  f/ 

Mr.  Christophsbson.  T  am  confident,  gentlemen,  if  Congress 
ahoidd  adopt  a  policy  of  this  land,  it  woidd  m  safeguarded  in  suoh  a 
way  that  it  would  not  gtwe  any  one  group  a  monopoly  upon  this. 

Mr.  Lankford.  The  reason  I  make  this  siiggw4ion  is  that  I  ain 
daeidy  interested  in  the  paasige  irf  tUs  raaaiDHLT!  I  iWM^ImUi  see 
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it  go  through  the  House,  but  I  am  afraid  this  one  group  are  going  to 
raise  the  same  question  Mr.  Brownii^  raised,  and  I  believe  they 
would  have  a  better  chanoeif  it  opened  up.  The  question  I  wanted 
to  ask  was,  Would  that  be  agreeable  to  your  group?   You  know  the 

condition  in  New  York. 

Mr.  HuLBERT.  I  want  to  answer  the  question  of  Congressman 
Lankford,  but  first  of  all  I  want  to  say  to  him  I  do  not  know  what  he 
refers  to  as  my  group,  because  I  do  not  represent  any  group.  I  have 
been  brought  into  this,  as  I  said,  because  I  was  the  first  member  of 
Congress  to  introduce  any  legislation  on  the  subject  of  free  ports  in 
the  United  States  and  I  have  been  interested  in  the  subject  ever  since. 

Mr.  Lankford.  I  want  to  thank  you  for  doing  it. 

Mr.  HuLBERT.  I  am  not  here  representing  any  group,  but  I  have  no 
hesitancy  at  all  in  making  this  response  to  your  question:  First  of  all, 
I  think  it  would  be  very  ill  advised  to  designate  in  this  bill  the  location 
pf  the  respective  free  zones  or  ports  of  transshipment,  because  I  believe 
that  there  shoidd  not  be  established  at  any  point  a  so-called  trans- 
shipment zone  untal  the  commercial  necessities  of  that  particular 
locality  demonstrate  the  need  of  it  and  the  economic  advisabilitgr 
of  doing  it. 

Now,  so  far  as  the  question  of  a  monopoly  is  concerned,  unless  I 
f^t  that  a  provision  in  this  bill  for  some  other  group,  if  there  is  a 
group,  would  thwart  the  effort  to  obtain  the  cooperation  of  the  so- 
called  existing  group,  I  would  say  put  the  provision  in  the  bill  for 
all  of  them  right  now;  but  I  assume  from  the  fact  that  this  bill  bears 
the  names  of  five  or  six  persons,  two  of  whom,  incidentally,  I  know 
very  well — I  happen  to  know  Judge  Liice  because  he  sat  on  the  su- 
preme court  bench  of  my  State  and  in  my  city  for  a  number  of 
years,  and  I  know  also  Mr.  H.  H.  Atkinson,  whose  name  is  mentioned 
in  the  bill,  because  I  have  had  in  the  past  legal  matters  with  him  ^ 

Mr.  Edmonds.  May  I  ask  a  question? 

Mr.  HuLBERT.  I  want  to  finish  this  answer,  if  I  may.  I  assume 
that,  because  those  men  are  named  in  this  bill,  they  represent  some* 
bodv  who  is  willhig  to  oome  forward  and  provide  a  suffident  woridnff 
capital  in  order  to  undertake  and  carry  on  what  the  Congress  would 
have  in  mind  if  it  approved  in  principle  and  adopted  this  measure. 
Now,  if  the  thing  were  to  be  put  on  a  competitive  basis,  I  am  frank 
to  say  I  do  not  know  what  the  effect  of  that  might  be.  I  do  not 
know  whetiier  both  of  these  so-called  groups  would  come  in  and 
operate  or  not.  But  from  my  own  personal  standpoint  I  say,  let 
the  provision  be  made  for  any  other  group,  if  there  is  one,  that  is 
ready  to  put  up  the  necessary  amount  of  capital  and  operate  under 
the  terms  and  the  conditions  that  will  be  approved  by  the  United 
States  Government  through  the  offices  of  the  Secretaries  of  the 
Treasury  and  of  War  and  of  Commerce.  Have  I  answered  your 
question? 

Mr.  Lankford.  I  do  not  think  you  understood  my  question 
exactly. 

Mr.  HuLBERT.  Will  you  please  clarify  it? 

Mr.  Lankford.  I  have  no  doubt  the  gentlemen  vou  mentioned  are 
the  highest.  Of  course  I  have  heard  of  them.  I  know  of  them  and 
I  have  confidence  in  them.  Put  what  is  the  objection  to  having  a 
provision  that  these  «9Bea  can  be  established  anywh^  a  corporation 
u  organiaed  who  aaka  f<»r  it?  Your  eorporatum  could  imnusdialely 


brganbe  and  ask  for  a  xone  In  New  York  or  niiladelpbia  or  San 
Jmnoisoo — anywhare  jtm  wanted  it — but  any  other  group,  if  they 
liionght  it  was  financially  deairaMe,  could  ask  for  m&  same  thing 
and  orraiize  another  group. 

Mr.  HuLBERT.  I  thought  I  answered  that.  I  said  I  see  no  objec- 
tion to  proidding  here  that  any  group  might  apply  for  and  obtain 
permission  to  establish  a  free  zone  at  any  point  approved  by  the 
United  States  Government  provided  they  compUed  with  the  re- 
quirements the  same  as  this  group  would  have  to. 

Mr.  Lankford.  That  is  the  point  I  had  in  mind. 

Mr.  Christopherson.  I  think  that  answers  it.  Is  there  anything 
further? 

Mr.  Lankford.  My  colleague  wanted  to  ask  a  question. 
Mr.  Edmonds.  I  would  like  to  take  the  floor  in  a  minute. 
Mr.  Lankford.  All  right. 

Mr.  HuLBERT.  Do  you  want  to  hear  the  gentlemen  in  turn?  Mr. 
Mackey  would  like  to  address  the  conmiittee. 

UMOBANDUM  BUBMITTED  BT  HON.  MURRAY  HULBERT,  FORMER  MEMBER  OF  CON- 
GRESS AND  FORMER  COMMISSIONBB  OF  DOCKS  AND  DIBSCTOB  OF  THB  POST  OF 

THE  CITY  OF  NEW  YORK 

The  bill  under  consideration  seeks  to  authorise  the  erefttloii  and  ftaMiihineat 

in  the  United  States  of  so-called  "free  zones." 
The  proposition  is  neither  new  nor  novel. 

Hamburg,  Germany,  and  Copenhagen,  Denmark,  are  outstanding  examples 

of  the  practicability  and  commercial  value  of  a  freeport,  as  it  is  known  abroad. 
Confusion  in  the  minds  of  protectionists  and  free  traders  at  home  has  prompted 
the  use  of  the  terms  ''free  zones"  "transshipment  ports,"  and  ''foreign  trade 
sones"  to  overcome  their  prejudice. 

The  policy  of  the  United  States  has  for  years  recognized  in  principle  the  pur- 
poses which  the  free  zone  is  designed  to  promote. 

Congress  has  established — 

1.  The  bonded  warehouses,  where  goods  intended  for  reexport  may  be  entered 

and  held  free  of  duty. 

2.  The  bonded  manufacturing  warehouse,  where,  without  payment  of  duty, 
imported  goods  may  be  handled,  altered,  or  manufactured  solely  for  export 
either  with  or  without  the  admixture  of  domestic  material  and  parts. 

8.  The  drawback,  which  is  a  repayment  of  99  per  omt  of  the  duties  paid  on 
imported  goods  when  they  are  exported. 

But  these  provisions  have  become  antiquated. 

The  purpose  of  the  free  zone  is  to  aid  in  the  dev^opment  and  extcaurion  of  tbe 
Nation^s  world-wide  conmierce  by  freeing  its  foreign  trade  from  unnecessary 

restrictions  necessitated  by  customs  duties,  thus  expediting  the  handling  and 
movement  of  merchandise  and  affording  American  merchants  a  better  opportunity 
to  meet  foreign  competition  in  the  markets  of  the  worid. 

The  author  of  this  memorandum,  on  December  i,  1916,  tntvoduoed  in  the 
Sixtv-fourth  Congress,  second  session,  a  resolution — 

"That  the  Secretary  of  the  Treasury,  the  Secretary  of  War,  and  the  Secretary 
of  Commerce,  be,  and  they  are  hereby  directed  to  report  to  Congress  on  or  before 
December  16  next  as  to  the  advisability  of  the  establishment  of  transshipment 
ports  within  the  limits  of  the  established  customs  districts  of  the  United  States 
and  the  Panama  Canal  Zone," 

Congressman  Kent  of  California  showed  a  very  sympathetic  interest  in  the  fore- 
going rcMlution,  and  when  he  becMsme  a  member  of  the  tarMF  commission,  brought 
about  an  investigation  of  the  administration  of  the  customs  laws  under  that 
provision  of  the  act  creating  the  United  States  Tariff  Commission  (sec.  702) 
which  declares: 

''^^  sfaidl  be  the  duty  of  said  commission  to  investigate  the  administration 
•    of  the  customs  laws  of  this  country    *    *    *    to  investigate  the 
operation  of  customs  laws    *    *    *   and  to  submit  reports  of  its  investigations." 
PubUc  hearings  were  had  in  various  cities  throughout  the  country. 


Such  a  report  was  transmitted  by  the  Tariff  Commission  under  date  of  October 
9,  1919,  to.  and  printed  for  the  use  of,  the  Committee  on  Ways  and  Means  of  the 
House  of  Representatives. 

That  report  defines  a  free  zone — 

"As  an  isolated,  inclosed,  and  policed  area,  in  or  adjacent  to  a  port  of  entry, 
without  resident  population,  furnished  with  the  necessary  facilities  for  lading  and 
unlading,  for  supplying  fuel  and  ship's  stores,  for  storing  goods  and  for  reshipping 
them  by  land  and  water;  an  area  within  which  goods  may  be  landed,  stored, 
mixed,  l)lended,  repacked,  manufactured,  and  reshipped  (out  of  the  country), 
without  payment  of  duty  and  without  the  intervention  of  customs  oflacials." 

Of  course,  any  goods  brought  into  the  countrjr  from  such  isolated  and  inclosed 
area  would  pay  the  duties  provided  by  the  existing  tariff. 

Upon  the  hearing  before  the  committee  on  January  22,  1931,  former  Congress- 
man George  W.  Edmunds,  manager  of  the  Ocean  Traffic  Bureau  of  the  port  of 
Philadelphia,  stated: 

"I  do  not  think  you  will  find  here  any  opposition  to  the  formation  of  a  foreign^ 
trade  zone.  I  tliin'k  that  you  will  find  that  everybody  here  that  I  know  of,  is  in 
favor  of  the  formation  of  a  foreign-trade  zone  but  the  opposition  will  come  from 
the  formation  proposed  in  this  bill." 

All  those  heard  at  said  hearing,  both  pro  and  con,  were  in  absolute  accord  upon 
the  proposition  thit  foreign-trade  zones  had  become  a  commercial  necessity. 

Therefore,  we  shall  assume  the  proposal  established  to  the  satisfaction  of  the 
committee. 

Point  I 

HOW  IS  A  FOBdON  TBADS  EONS  TO  9B  OPBBAT|BD,  AMD  BT  WHOM? 

1.  The  Federal  Government? 

2.  The  State  in  which  it  is  to  be  located? 

3.  The  municipality,  with  the  consent  and  approval  of  the  State,  m  which  iii^ 

to  be  located? 

4.  By  a  corporation  organized  under  the  laws  of  any  one  of  the  several  States; 

or 

ft,  By  ftwnpoimtionorgKiisedunder  Actof  Coi^EiBssT 

Point  II 

FXDBKAL  OPEBAHON 


Theoretically  this  would  be  preferable. 

It  was  suggested  upon  said  hearing  that  an  agency  might  be  set  up  by  the 
Government  similar  to  the  Shipping  Board. 

But,  has  not  the  Government  already  determined,  as  a  matter  of  policy,  that 
the  operation  and  extension  of  the  American  merchant  marine  can  be  better 
carried  on  under  private  ownership  than  by  Government  operation? 

Does  not  the  same  principle  apply  with  respect  to  the  creation,  establishment, 
construction  of  facilities  and  operation  of  a  foreign  trade  zone? 

In  its  report  to  the  Committee  on  Ways  and  Means  (supra)  the  Tariff  Com- 
mission stated : 

"In  the  judgment  of  the  Tariff  Commission  it  is  highly  important  that  the 
necessary  capital  should  be  provided,  not  by  the  Federal  Government,  but  by 
the  State  or  municipality  within  which  the  free  zone  is  established. 

"The  necessity  of  meeting  the  cost  of  construction  and  qeuipment  from  local 
resources  would  go  far  to  vSait  the  application  for  free  zone  privileges  to  tho» 
ports  where  there  is  a  prospect  that  the  acquisition  of  them  would  be  justified  by 
results;  while  on  the  other  hand,  the  hope  of  securing  a  Government  approprift^ 
tion  would  attract  an  appUcation  from  every  handling  place  on  the  coast." 

For  the  foregoing  reasons  (and  others  which  win  be  stated  in  a  subsequent  point) 
we  pass  on  to-- 

BTATB  AND  MUNICIPAL  OFSBAVION 

This  is  provided  for  in  the  bill  under  consideration.    Section  7  reads  as  follows: 
"  The  secretaries  are  hereby  authorized   ♦   ♦   ♦   to  grant  to  public  corpora- 
tions the  privilege  of  establlidiing,  operating  and  iimlntainli^  toseiga  tt$de  wonm 
in  or  ad|«Mi»  potts  of  isiilir  lOMtartlM^^i^^       «f  tte  UMed  atitear 
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There  are  many  objections  which  suggest  themselves  indicating  that  neither 
the  State  nor  municipality  can  and/or  will  avail  itself  of  the  privilese  which  this 
Dill  confers. 

In  such  a  case  shall  the  demand  for  the  establishment  of  a  foreign  trade  zone 

in  that  particular  port  abate? 

Is  there  any  State  or  municipaUty  which  could  finance  such  an  undertaking 
without  an  amendment  to  the  State  Constitution  and,  in  the  case  of  a  munici- 
pality, without  an  amendment  of  its  charter  and  the  submission  to  the  people  of 
a  proposal  for  a  bond  issue? 

One  can  well  imagine  that  if  the  State  of  New  Jersey,  or  the  city  of  Newark 
in  that  State,  desired  to  establish  a  foreign  trade  zone  within  the  territorial  limits 
of  the  port  of  New  York,  and  the  State  of  New  York  and/or  the  city  of  New 
York  desired  to  do  likewise,  an  endless  controversy  would  result  as  to  which  side 
of  the  Hudson  River  the  foreign  trade  zone  ought  to  be  located. 

A  comparable  situation  would  exist  at  the  port  of  Pliiladelphia  where  the 
Ddaware  River  divides  the  State  of  Pennsylvania  from  the  State  of  New  Jersey. 

Again,  suppose  the  State  of  New  York  and/or  city  of  New  York  were  granted 
a  permit  to  establish  a  foreign  trade  zone  at  New  York  and  similarly  a  foreign 
trade  zone  existed  at  New  Orleans,  Los  Angeles,  San  Francisco,  or  Seattle.  What 
tfdmmunity  of  interest  would  there  be  between  the  public  agencies  operating  such 
zones  at  tlie  points  named? 

How  could  the  State  of  New  York  operate  in  a  copartnership  arrangement  with 
Louisiana  and  California  or  Washington  without  a  treaty  being  negotiated  and 
mUfied  by  Congress?  Is  a  foreign  trade  zone  to  be  national  in  its  scope  and 
eharacter,  or  localized?  And  how  could  they  operate  outside  of  the  State  which, 
as  we  shall  later  point  out,  is  a  very  necessary  adjunct  to  the  power  to  be  vested 
in  a  corporation  authorized  to  establish  and  maintain  a  foreign  trade  zone? 

Suppose  the  foreign  trade  zone  at  New  York  were  operated  by  the  city,  the 
■one  at  New  Orleans  by  the  State  and  the  zone  in  California  or  Washington  by  a 
pthrmie  eorpontion;  h&w  would  tiie  eoBiiietitive,  ooidUetiiig,  iataiMt  be  loeoneiMr 

Point  IV 

AS  TO  A  OOBVOBATION  OBOAHIIBD  mmiB  «  LAWS  OP  AWT  OMS  OV  8BTBBAL  8TATBS 

It  was  emphasiied  on  the  hearing  that  people  abroad  recognize  the  United 
States  of  America  rather  than  its  political  subdivisions  and  doubt  the  power  and 

authority  of  a  corporation  organized  under  any  one  of  the  States. 

The  writer  recalls,  during  his  service  as  commissioner  of  docks  of  the  city  of 
New  Yofk,  that  he  negotiated  a  lease  of  water  front  property  with  the  United 
States  Steel  Corporation,  and,  when  it  came  to  the  exseotion  of  the  lease,  the 
proposed  lessee  requested  that  the  lease  be  made  in  the  name  of  the  United  States 
Steel  Products  Co.,  a  corporation  which  had  been  organized  under  the  laws  of  tiie 
Dominion  of  Oaaada  to  overcome  the  difficulty  above  mentioned. 

Many  other  corporations  employ  this  method. 

Moreover,  the  creation  of  a  foreign  trade  zone  involves  the  suspension  of  the 
^eration  of  certain  of  the  customs  laws  of  the  United  States  and  places  a  very 
•iribatttittel  obligation  on  the  ptermittee  who  is  authorized  to  establish  and  main- 
tain a  foreign  trade  zone.  It  is  of  the  utmost  importance  that  the  Federal  Qov- 
emment  should  have  that  degree  of  control  which  will  not  only  insure  the  observ- 
ance of  the  obligation  but  the  ownership,  in  perpetuity  as  well  of  the  stock  and 
de  management  of  the  permittee  by  American  citizens  only,  under  a  penalty  so 
severe  that  even  the  thieat  of  its  enforoemeiit  would  be  a  deterrsnt  and  readily 
enforceable  if  it  did  not  prove  to  be  such. 

Can  the  Federal  Government  exercise  such  control  over  a  corporation  organized 
under  the  laws  of  any  one  of  the  several  States?  Certainly  not  as  effectively. 

CORPOSATION  OBQAMIZXD  UNDBB  AN  ACT  OV  CONOBB88 

Over  the  latter  ooflnowlioii  «b»  Coi«iMi     4I»  IMM  Stotai  holds  eternally 

the  whip  of  repeal. 

The  essence  of  success  of  a  forei^^n-trade  zone  is  not  alone  in  its  construction  and 
operation  but  in  the  development,  in  eonnoetion  therewith,  ci  our  foreign  eom- 
merce.  This  entpils  the  necessity  for  providing  cargoes  abroad  as  wdl  fku  MBftfWM 
at  h«m  to  iiifuio  tiM  UM  «f  ovr  iDMp^ 
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So  that  it  is  necessary  that  the  permittee  of  a  fonagn-trade  zone  should  have  the 
authoritj'  to  establish  stations  abroad,  not  onl>  to  provide  facilities  for  distribution 
of  American  products,  but  to  buy  and  assemble  merchandise  so  as  to  provide 
return  cargoes.  A  State  could  not  do  that;  nor  a  municipality;  nor  a  corporation 
organized  under  our  State  liws  in  most  fomgn  jurisdictions.  There  can  be  no 
doul)t  thf  t  a  corporation  organized  under  an  act  of  the  Congress  of  the  United 
States  can  do  so. 

In  this  connection  it  is  interesting  to  note  that  the  Jones  bill  provides: 

"All  raies  an  i  charges  for  all  servioes  or  ptivlAi&gm  within  the  zone  shall  be  fair 

and  reasonanle." 

Who  is  to  determine  that? 
The  Celler  bill  provides: 

"That  such  rates  and  eharges  must  be  approved  by  the  Secretaries  of  the 
Treasurv,  War.  and  Commiem  which  will  insure  uniform  rates  throughout  the 

United  States." 

The  Jones  bill  also  places  the  sole  responsibility  of  locating  the  zones,  and  the 
supervision  thereof,  upon  the  Secretary  of  Commerce. 

The  Celler  bill  requires  the  approval  of  the  three  Secretaries  above  mentioned 
and,  in  view  of  the  fact  that  all  river  and  harbor  improvemenos  are  under  the  juris- 
diction of  the  Secretary  of  War,  it  seems  quite  essential  to  provide  that  he 
at  least  should  be  charged  with  the  duty  of  acting  upon  applications  to  locate 
foreign-trade  zones  as  well  as  the  Secretary  of  Commerce;  and,  certainh  ,  in  the 
matter  of  supervision,  where  the  customs  duties  are  suspended,  the  Secretary 
of  the  Treasury  is  a  more  important  factor  than  either  of  the  othei  two. 

Point  VI 

THE  CONORESS  HAS  THE  POWER  TO  CREATE  A  CORPORATION  TO  AID  IN  CARRYIND 

OUT  FUNCTIONS  OF  GOVERNMENT 

The  bill  incorporating  World  Commerce  Corporation  is  stated  to  be  an  act 
"To  further  the  commerce  of  the  Unite  1  States. 

An  examination  of  the  oill  discloses  that  the  purpose,  aims  and  objects  of  the 
corporation  are  primarily  to  foster  the  conamerce  of  the  people  of  the  United 
States. 

The  right  of  the  Congress  to  legislate  on  the  subject  of  fordgn  and  domee«ie 
commerce  is  clearly  granted  by  the  Federal  Constitution. 

No  less  an  authority  than  the  first  Chief  Justice,  John  Marshall,  writing  the 
opinion  for  the  court  in  the  case  of  McCulloch  v.  Maryland  (4  Wheaton,  316)  said: 

''The  first  question  made  in  the  cause  is,  has  Congress  pow^  to  ineorponte  m 
bank?  It  has  been  truly  s^id  that  this  can  scarcely  be  considered  as  an  open 
question,  entirely  unprejudiced  by  the  former  proceedings  of  the  nation  respecting 
it.  The  principle  now  contested  was  introduced  at  a  very  early  peiiod  of  our 
Uytory,  has  been  recqniiied  by  many  sueeeesive  legislatures,  and  has  been  acted 
upon  by  the  judicial  department,  in  eaM  of  peeuliar  deMcaoy,  as  *  hm  ol  uhp* 
doubted  obligation.    *    *  * 

**The  power  of  creating  a  corporation,  though  appertaining  to  sovereignty,  is 
not  like  the  power  of  making  war  or  levying  taxes,  or  of  regulating  commerce,  a 
great  substantive  and  independent  power,  which  can  not  be  implied  as  ineidiMital 
to  other  powers,  or  used  as  a  means  of  executing  them.    *    *  * 

"The  power  of  creating  a  corporation  is  never  used  for  its  own  sake  but  for 
the  purpose  of  effecting  something  else.   *   *  * 

"If  a  corporation  may  be  employed  indiscriminately  with  other  means  to  carry 
into  execution  the  powers  of  the  Government,  no  particular  reason  can  be  as- 
signed for  excluding  the  use  of  a  bank,  if  required  for  its  fiscal  operations.    *    *  * 

**  After  a  most  deliberate  consideration,  It  is  the  unanimous  and  ctecided  opinion 
of  this  court  that  the  act  to  incorporate  the  bank  of  the  United  States  is  a  law 
made  in  pursuance  of  the  Constitution,  and  is  a  part  of  the  supreme  law  of  the 
Und." 

Representative  Celler  plaoed  in  the  record  on  the  hearing  a  statement  prepared 
by  the  Librarian  of  Congress  showing  that  32  corporations  have  been  organized 
by  act  of  Congress  and  49  charters  have  been  amended.  We  find  that  this  list 
is  by  no  means  complete.    The  wonder  is  not  there  are  so  many  but  so  few. 

One  of  the  recent  deciidons  of  the  Supreme  Court  of  the  United  States  holding 
that  a  private  corporation  may  be  incorporated  by  an  aH^ii  Ckntgnsi'^ >Im^^ 
9,  NoKth  JUver  Qpdge  C<K  a^a  U. 
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In  tiia^  case  the  corporation  was  created  by  an  act  of  Congress  for  the  purpose 
ot  coiisl.ucting,  maintaining,  and  oj^erating  a  bridge  over  the  Hudson  River 
conEjBCtmg  the  States  of  New  York  and  New  Jersey.    In  that  case  the  court  said : 
1  he  validity  of  the  act  of  Congress  ineorponitiiig  the  North  River  Bridge 
dSpute  PruMs*pJei  of  the  eonstitutional  law,  now  ertabUshed  beycnad 

*'The  Congress  of  the  United  States,  being  empowered  by  the  Constitution  to 
regulate  commeree  among  the  several  States,  and  to  pass  all  laws  necessary  or 
IMToper  for  carrying  into  execution  any  of  the  powers  specifically  eonferred.  mav 
make  use  of  any  appropriate  means  for  this  end.    *    *    *  »  ^ 

"Confess,  therefore,  may  create  corporations  as  appropriate  means  of  exe- 
cuting the  powers  of  Government,  as,  for  instance,  a  bank  for  the  purpose  of 
carrj'ing  on  the  fiscal  operations  of  the  United  States,  or  a  railroad  corporation 
for  the  purpose  of  promoting  ciuumerce  among  the  States.'' 

Respectfully  submitted. 

MVBRAT  HuLBEBT,  New  York  City. 

STATEMENT  OF  SUeSH E  MACXST,  FRAmiN,  PA. 

Mr.  Mackey.  I  drafted  the  first  charter  for  this  compan3\  I  pre- 
pared It  to  be  filed  and  granted  under  the  laws  of  the  State  of  Dela- 
ware. W  e  soon  came  to  the  conclusion,  after  examining  the  situation 
from  all  Imes  and  all  angles,  that  a  corporation  having  the  powers  and 
the  purposes  which  this  corporation  should  have  could  never  be 
operated  under  a  State  charter.  So  that  is  why  w  e  come  to  this  Con- 
gress and  ask  for  a  charter  here,  because  this  business  is  a  national 
business.  It  is  no  local  business  at  all.  It  is  not  even  a  State  busi- 
ness. It  ext^ds  throughout  the  United  States,  and  for  that  reason 
we  ask  for  a  national  charter. 

Now,  answering  your  question,  I  am  one  of  the  incorporating 
directors.  Speaking  for  myself  alone— and  I  have  no  doubt  that  the 
oti^ers  will  agree  with  me— -I  would  say  that  you  may  insert  in  this 
bill  a  provision  that  others  applying  for  the  same  privileges  that  are 
here  set  forth,  may  have  them  if  Congress  sees  fit  to  grant  tkem.  We 
are  not  asking  for  an  exclusive  right.  Congress  can  revoke  our  charter 
to-morrow  and  cut  us  off,  and  they  may  create  otheis— whatever  they 
please.    We  do  not  ask  for  anything  exclusive  here. 

I  would  like  to  submit  a  summary  which  has  been  prepared,  setting 
forth  a  great  many  things  in  the  bill  and  the  reasons  for  them. 

There  is  one  thing  I  want  to  speak  of,  because  notwithstanding  the 
magnificent  argument  which  my  friend  here  has  made,  there  is  one 
thing  he  did  not  touch  upon  and  which  I  consider  quite  vital  to  this 
company,  the  reasons  for  a  national  charter.  Suppose  a  corpo- 
ration should  come  to  the  United  States  chartered  under  the  State  of 
Oaxaca,  Mexico.  What  would  we  do  with  it?  What  would  we  recog- 
jme?  Oaxaca  is  a  little  State  down  in  the  lower  end  of  Mexico,  but 
If  they  would  come  here  with  a  charter  granted  by  the  United  States 
of  Mexico,  they  would  have  far  more  prestige  than  they  would  under 
^  onarter  granted  by  Chihuahua  or  Oaxaca.  I  do  not  know  this,  but 
I  have  been  told  on  good  authority  that  if  we  go  over  to  foreign  coun- 
tnes  with  a  charter  granted  by  a  State  here  in  the  United  States,  we 
are  not  recognized  as  well  as  when  we  proceed  in  those  foreign  coun- 
tries with  a  ohariwr  granted  direct  by  the  United  States  of  America. 
We  have  greater  prestige,  we  have  greater  power,  we  have  greater 
attention,  and  we  are  listened  to  and  with  ||r  ij^ore  respect  ti^an  if 
we  go  over  there  with  a  charts  granted  by  <Mie  of  the  Sfi^  of  tli« 
Union* 


Mr.  Ghbistophsrbon.  We  will  insert  in  the  record  this  sununary. 
I  do  not  see  any  occasion  to  put  in  the/  names  of  the  incorporators. 
They  are  in  the  bill  anyway. 

Mr.  Macket.  They  are  in  the  bill,  and  those  are  some  of  our 
colleagues  that  are  going  with  us. 

Mr.  Chbisi^pherson.  Insert  the  first  two  pag^. 

The  passage  of  this  bill  will  mate  a  Federal  oorporatioii  with  the  prestige  and 

good  will  of  the  United  States. 

The  World  Commerce  Corporation,  as  a  Federal  corporation,  can  operate 
directly  in  all  parts  of  the  United  States  and  in  all  foreign  countries. 

The  corporation  can  consign  shiploads  of  materials  to  foreign  ports  and  there 
dispose  of  same  in  such"  quantities  as  the  markets  require  and  keep  the  possession 
and  title  of  same  until  delivery  is  made. 

The  laws  of  other  countries  make  it  a  legal  impossibility  for  the  World 
Commerce  Corporation  to  eany  out  its  operalaons  as  {banned  imder  a  State 
charter. 

Federal  corporations  are  subject  to  the  laws  of  the  United  States  the  same  as 
corporations  organized  under  the  laws  of  a  State. 

The  corporation  will  maintain,  at  its  central  office,  samples  of  the  various  prod- 
ucts of  the  world  where  buyers  and  sellers  can  meet  and  carry  on  all  kinds  of 
commercial  transactions. 

The  foreign  trade  zones  as  provided  for  in  the  bill  will  greatly  reduce  the  cost 
of  himdling  both  exports  and  imports  and  will  extend  the  markets  for  the  producte 
of  this  country  by  supplying  psAlaal  cargoes  to  foreign  ships  and  mizmg  with 
foreign  materials  for  export. 

The  provision  whereby  the  Secretary  of  the  Treasury  may  issue  permits  for 
materials  to  be  sent  into  this  country  and  manufactured  and  exported  within  12 
months  without  the  payment  of  duty  will  bring  an  enormous  new  business,  which 
will  be  a  great  benefit  to  both  industry  and  labor. 

The  shipping  terminals  equipped  with  warehouses  and  fuel  stations  located 
throughout  the  world  will  be  distributing  centers  for  the  products  of  this  country 
and  supply  the  ships  of  the  United  States  with  fuel  to  operate  to  and  from  all 
ports  of  the  world. 

The  corporation  will  own  foreign  properties  with  large  reserves  of  natural  re- 
sources which  will  be  assembled  at  the  foreign  shipping  terminals  and  supply 
return  cargoes  to  the  ships  of  this  country  and  constitute  a  large  reswve  of  tb» 

raw  materials  which  this  country  must  obtain  from  abroad. 

The  corporation  will  maintain  buying  and  selUng  agencies  throughout  the 
world. 

The  corporation  will  extend  commercial  credits  which  will  enable  the  industries 
of  this  country  to  avail  themselves  of  the  markets  of  the  world. 

The  individual  operation  of  a  foreign  trade  zone  in  this  country,  with  the  ex- 
ception of  New  York  Harbor,  would  be  a  great  loss — but  the  operation  oi  a  group 
of  foreign  trade  zones  in  connection  with  the  foreign  shipping  terminals  and  with 
the  raw  materials  which  will  be  brought  back  to  this  country,  will  equalize  the 
cost  of  operation  and  leave  a  good  margin  of  profit  on  the  entire  proposition. 

The  passage  of  this  bill  will  not  give  the  corporation  a  monopoly  in  estafoBsh- 
ing,  operating  and  maintaining  fomgn  trade  zones,  as  Congress  can  grant  the 
same  right  to  any  other  persons,  firms,  or  municipalities  who  may  apply  for  the 
privilege. 

The  corporation  can  furnish  ite  outgoing  cargoes  to  the  ships  of  this  country 
and  the  foreign  shipping  terminals  wiU  supply  them  with  fuel,  unloading  and  dis- 
tributing facihties,  and  return  cargoes;  which  will  enable  the  ships  to  operate  on 
a  profitable  basis  and  insure  this  country  the  building  and  maintaining  of  an 
adequate  mercantile  marine  which  the  industries  and  the  safety  of  the  Nation 
require. 


ABOUlOiNT  8TJPFOBTINO  BIIiL 

This  bill  is  the  result  of  years  of  scientific  research  covering  the  principal 
nations  of  the  world.  The  writer  drafted  the  first  charter  for  a  corporation  em- 
bodying very  largely  the  powers  and  purposes  now  set  forth  in  the  bill  (H.  R. 
14454)  now  before  this  subcommittee.  He  did  so  with  the  intention  of  filing  the 
same  with  the  secretary  of  state  of  Delaware  and  securing  a  charter  for  a  cor- 
poration under  the  laws  of  that  State.   However,  upon  completing  Mb  draft,  he 
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ected  with  railroad  terminals  serving  their  respective  distriets.  These  zones 
will  not  take  the  place  of  the  shipping  terminals  now  in  operation  within  the 
various  ports,  but  will  be  an  additional  facility  for  centralizing  and  storing  mate- 
rials, and  each  zone  will  serve  the  shipping  terminals  surrounding  same  and 
idso  act  as  a  shipping  center  whereby  the  industries  throughout  the  country 
can  consign  surplus  products  and  such  materials  as  thoy  are  selling  for  export. 

Under  the  provision  of  this  bill  the  Secretary  of  the  Treasury  may  issue  a  per- 
mit for  materials  to  be  sent  into  this  country  and  there  manufactured  and  returned 
to  the  zone  for  export.  This  provision  will  enable  manufacturers  located  in  the 
interior  part  of  the  country  to  participate  in  this  new  business  which  will  also  give 
increased  employment  throughout  the  country.  These  zones  are  planned  to  serve 
all  the  industries  of  the  country  alike  and  not  merely  to  build  up  some  local  indus- 
trial center.  The  corporation  does  not  propose  to  and  will  not  serve  manufactur- 
ers of  foreign  countries  by  creating  a  place  to  store  their  products  to  be  dumped 
on  the  markets  of  this  country  to  the  detriment  of  home  industries. 

Under  this  bill  the  cooperation  of  the  Secretary  of  War,  the  Secretary  of  Com- 
merce, and  the  Secretary  of  the  Treasury  insures  not  only  the  greatest  care  pos- 
sible but  the  using  of  the  best  expert  knowledge  in  the  country  in  establishing  a 
zone. 

Another  provision  of  the  bill  gives  to  a  State  or  States  or  a  municipaUty  with 
the  approval  of  the  St^te  the  first  opporkmity  in  filing  an  application  for  the 
estabUshment  of  a  zone.  However,  1  am  convinced  that  with  the  exception  of 
one  or  two  of  the  largest  municipalities  that  no  State  or  other  municipality  will 
want  to  go  to  the  great  cost  of  establishing  a  zone  and  incur  the  additional  annual 
loss  in  operating  the  same  and  in  order  to  get  a  zone  or  lones  at  the  point  or  points 
where  they  are  needed  the  corporation  itself  wiU  have  to  establish,  operate  and 
maintain  same. 

This  bill  also  provides  that  the  rates  which  must  be  charged  on  all  who  use  the 
zone  shall  not  only  be  fair  and  reasonable  but  are  subject  to  the  approval  of  the 
secretaries.    This  prevents  burdensome  and  exhorbitant  charges. 

The  other  provisions  of  the  bill  are  only  earrying  out  the  details  which  may  be 

found  necessary: 

The  corporation  will  establish  shipping  terminals  abroad  equipped  with  fuel 
stations  and  warehouses  and  so  located  that  they  can  serve  the  commerce  of  all 
countries.  These  shipping  terminals  will  act  as  distributing  centers  for  the  com- 
merce of  this  country.  In  the  vicinity  of  these  foreign  terminals,  the  corporation 
will  own  large  reserves  of  natural  resources,  the  products  from  which  will  be  as- 
sembled at  &e  shipping  terminaLs  for  return  cargoes.  These  products  will  be  of 
great  advantage  to  this  country  in  the  acquisition  of  the  materials  which  it  must 
obtain  from  abroad. 

The  corporation  will  assemble  the  various  products  sent  into  foreign  trade  zones 
into  ship  load  cargoes  and  bill  same  out  over  the  ships  of  this  country,  which  can 
unload  same  at  foreign  terminals,  and  there  the  products  can  be  distributed  as 
the  markets  require  and  these  ships  will  be  supplied  with  fuel  and  return  cargoes. 

These  foreign  terminals  will  serve  the  ships  of  this  country  in  the  same  way  that 
the  ou^KMt  serves  the  ships  of  various  foreign  countries  and  has  enabled  foreign 
ships  to  operate  at  a  profit  while  the  ships  of  this  country,  trying  to  compete  for 
business,  were  losing  money.  With  two-way  cargoes  for  ships  of  this  country 
and  the  use  of  the  foreign  trade  zones  and  shipping  terminals  the  United  States 
mercantile  marine  will  be  able  to  compete  with  the  ships  of  other  countries  whieh 
will  insure  the  fast  building  of  the  merchant  marine  of  this  country. 

The  buying  and  selling  agents  which  the  corporation  will  maintain  and  the 
commercial  credits  which  it  will  provide  the  industries  of  this  country  in  carrying 
on  their  foreign  business,  will  result  in  placing  the  markets  of  the  entire  worid  at 
their  disposal  with  the  results  that  the  commerce  of  this  country  will  be  stAbfliied 
and  the  unemployment  situation  permanently  solved. 

Reference  was  made  to  the  Welch  and  Jones  bills  now  before  the  Congress  of 
the  United  States  and  which  we  understand,  are  being  worked  together.  We 
desire  to  call  your  attention  to  tbe  foacndng  extzaete  fiwa  tbe  JoMs  bl9  ^ 
2366): 

"The  term  'Secretary'  means  the  Secretary  of  Commerce.'* 

This  places  the  sole  responsibility  of  locating  the  zones  and  the  supervision  of 

same  up  to  the*  Ocurotary  of  Commerce.    The  present  bill  (H.  R.  14454)  nicely 

distributes  this  responsibility  on  three  Secretaries  and  thereby  leeeivee  the  nrnin^ 

ance  and  advice  of  two  additional  competent  departments. 

"The  term  'public  corporation'  means  a  State,  a  legal  subdivision  thereof  or  ik 

monieipality,  or  a  lawm  itiillidHied  ageney  of  a  Stile  or  a  municipalily." 


GRS^IB  A  WORLD  COMMERCE  COBPOBATIOIT 


Under  the  provision  of  m  •ubdivision  of  a  State  with  50  people  could  apply  for 

the  establishing,  operating  and  maintaining  of  a  zone  and  could  appoint  as  its 
lawful  authorized  agent  any  corporation  that  it  choosesi  even  a  foreign  shipping 
eoiusem  which  with  we  submit  is  not  a  desirable  end  to  be  reached. 

"Sbc.  3.^  *  *  *  Provided,  That  when  the  privilege  shall  be  requested  the 
collector  of  customs  shall  supervise  the  unloading  of  foreign  merchandise  in  the 
«one,  cause  such  merchandise  or  any  portion  thereof  to  be  appraised  and  the 
duties  liquidated  thereon.  Thereafter  it  may  be  stored  or  manipulated  under 
the  supervision  and  regulations  prescribed  by  the  Secretary  of  the  Treasury,  and 
within  two  years  after  such  unloading  such  merchandise,  wliether  mixed  with 
domestic  merchandise  or  not,  may  be  sent  into  custom  tenitory  upon  the  pay- 
ment of  such  liquidated  duties  thereon." 

Under  this  provision  manufactiu'ed  products  of  foreign  countries  can  be  im^ 
ported  in  great  quantities  and  stored  without  payment  of  taxes  in  the  zone  and 
at  given  times  dmnped  on  the  markets  of  this  country  to  the  detriment  of  the 
home  industries,  and  there  would  be  no  way  by  which  the  President  under  the 
flexible  tarifif  system  could  prevent  this  dumping,  as  the  duty  would  have  already 
been  fixed  when  the  materials  were  stored  in  the  zone.  This  provision  would  also 
invite  strong  combination  of  foreign  interests  to  store  and  dump  their  materials 
below  cost  in  order  to  cripple  and  destroy  various  industries  in  this  country  with 
the  object  of  replacing  same  with  their  own  materials  at  higher  prices  and  make 
up  their  losses.  Under  the  bill  now  before  the  subcommittee  (H.  R.  1^4^  lUNMl 
of  these  undesirable  results  could  occur. 

In  section  16:  "All  rates  and  charges  for  all  service  or  privileges  within  the 
tone  shall  be  fair  and  reasonable." 

This  leaves  it  to  the  discretion  of  the  grantee  of  tlie  zone  as  to  what  he  may 
charge  those  who  use  same;  whereas  under  the  Celler  bill,  such  rates  and  charges 
must  pass  the  approval  of  the  three  Secretaries. 

With  the  passage  of  the  Celler  bill  the  entire  country  will  be  served  by  the 
foreign-trade  zones  which  will  be  established  and  operated  and  maintained  under 
same,  and  as  these  zones  are  only  a  part  of  the  operations  of  the  corporations, 
their  cost  of  establishing  and  the  cost  of  maintaining  and  operating  same  will  be 
charged  against  the  entire  earnings  of  the  corporation,  and  not  merely  against 
the  zones,  and  these  earnings  will  be  more  than  ample  to  carry  tiM  entire  oo^rpora* 
tion  and  pay  good  dividends  beside. 

We  again  request  your  committee  in  considering  the  Celler  bill  to  treat  it  as 
an  entire  and  single  proposition  and  as  a  whole  and  to  also  to  treat  it  as  far  as 
the  foreign-trade  zones  are  concerned,  as  facilities  not  intended  to  serve  merely 
local  interests  but  rather  the  interests  of  the  entire  Nation  and  intended  to 
increase  the  export  trade  of  this  country,  build  up  an  ample  United  States  mer- 
ehant  marine,  and  also  prevent  unemployment. 

All  of  which  is  reqieotfuUy  submitted. 

£uGEN£  Mac^t. 

Franklin,  Pa.,  February  4,  1931. 

Mr.  Christopherson.  Is  there  any  other  witness  who  wishes  to  be 
heard  in  favor  of  this  measure?  If  not  we  will  be  glad  to  hear  you,  Mr. 
Edmonds. 

STATEMENT  OF  GEORGE  W.  EDMONDS,  MANAGER  OF  THE  PORT 
OF  PHILADELPHIA  OCEAN  TRAFHC  BUREAU 

Mr.  Edmondb.  The  organization  I  represent  is  composed  of  the 
commeidal  organizations  in  Pbiladelphia  together  with  the  shipping 
interests  for  the  business  of  building  up  the  port.  We  have  a  legis- 
ktdYB  eonunittee.  This  committee  has  given  this  bill  a  very  caroful 
study.  Of  course  we  have  got  a  revked  copy. 

I  was  a  Member  of  Congress  for  12  years,  as  you  know  

Mr.  CHRiSTOraERSON.  Yes,  sir. 

Mr.  Edmonds.  And  had  to  do  with  shipping  matters.  I  know 
pretty  well  what  I  am  talking  about  when  I  talk  about  ports  and  port 
matters.  In  the  first  place  I  will  answer  a  few  questions. 


*  Beginning  with  line  8,  pag«  t. 


The  Shipping  Board  has  no  authority  to  establish  these  ports. 
Secondly,  we  have  a  litHe  Association  in  favor  of  free  ports,  and  this 
association  has  been  endeavoring  to  get  what  is  known  as  the  Welch 
bill,  which  is  before  the  Ways  and  Means  Committee.  That  bill 
gives  general  authority  to  any  port  in  the  country  to  establish  a  free 
port  and  contains  such  restrictions  as  are  necessary  for  Government 
supervision. 

These  bills  have  been  advocated  before  the  Ways  and  Means  Com- 
mittee as  an  addition  to  the  tariff  bill,  this  last  tariff  bill.  We  were 
before  both  the  House  and  the  Senate.  It  is  a  matter  that  pertains 
to  customs,  and  naturally  the  bill  was  sent  to  the  Ways  and  Means 
Committee. 

The  objection  we  find  principally  to  this  is  that  this  bill  as  written 
creates  a  monopolv.  It  gives  special  privileges  that  can  not  be  given 
to  anybody  else.  The  Welch  bill  and  the  Jones  bill— Senator  Jones's 
bill,  before  the  Senate— give  everybodv  an  opportunity,  every  port 
without  discrimmation  the  right  to  build  a  free  port  if  they  so  desire. 

Mr.  Christopherson.  Give  to  the  municipahty? 

Mr.  Edmonds.  It  gives  it  to  anybody. 

Mr.  Christopherson.  Anybody? 

Mr.  Edmonds.  That  is,  if  the  municipality  does  not  want  to  inter- 
fere, as  will  be  the  case  in  Philadelphia,  probably,  with  the  Hog 
Island  development — ^we  would  like  to  have  a  free  port  at  Hog  Island 
in  Philadelphia — there  are  individuals  who  are  willing  to  go  in  and 
establish  that  if  the  municipality  does  not. 

The  congested  and  crowded  condition  that  Mr.  Hulbert  pictures 
does  not  exist  at  the  other  ports.  It  exists  at  New  York.  It  is  true 
that  very  frequently  the  expense  of  handling  the  freight  after  it  arrives 
at  New'  York  is  greater  than  the  freight  charge  on  that  particular 
commodity. 

Our  committee  went  through  this  very  carefully.  In  the  first 
place  there  are  a  lot  of  words  in  the  bill.  On  the  fourth  page  they 
talk  about  determining  by  surveys  whether  there  exists  durmg  the 
ensuing  12  months  a  surplus.  That  is  all  done  by  tile  Departm^t 
of  Commerce  to-day. 

The  second  section  authorizes  the  issuance  of  $1 ,000,000,000  worth 
of  debenture  bonds  without  Fedwal  or  State  taxes,  these  bonds  to  be 
issued  to  the  public.  They  probably  will  be  issued  the  same  as  the 
joint  stock  land  bank  bonds  were  issued — under  autliority  of  an  act 
of  Congress.  You  may  find  yourself  in  the  same  position  after  a 
while  in  connection  with  this  company  as  what  you  are  finding  now 
with  the  joint  stock  land  banks. 

There  are  peculiar  provisions  in  this  bill.   For  example: 

The  board  of  directors  shall  have  the  power  and  authority  from  time  to  time, 
at  its  pleasuoe,  to  modify,  amend,  or  repeal  the  by-laws  whenever  it  considers  it 

advisable. 

At  the  top  of  page  5: 

The  stockholders  shall  not  be  liable  in  any  event  for  any  indebtedness  or  other 
obligaticMis  ineuired  by  the  oorporation. 

I  presume  if  the  corporation  failed,  the  stockholders  would  become 
common  creditors  along  with  everybody  else. 

The  privileges  create  a  monopoly-  We  have  not  heard  yet  exactly, 
if  this  corporation  is  formed  and  you  put  in  that  amendment  that  you 
talk  about,  whether  it  is  going  to  be  possible  for  us  to  do  anything 


but  to  go  to  this  corporation  and  buy  the  privilege  of  establishing 
a  free  port  in  Philadelphia.  We  may  have  to  buy  it  off  of  them. 
They  may  want  a  controlling  interest.  You  are  placmg  a  lot  af  special 
privileges  in  the  hands  of  a  corporation. 

Mr.  Celler  states  that  manufactures  are  included  in  the  free  port. 
The  other  gentlemen  say  not,  but  I  do  not  know  and  nobody  else 
knows  what  the  term  "or  otherwise  manipulated''  means  for  the 
cargo  that  comes  into  a  free  port. 

They  also  state  here,  "But  when  foreign  merchandise  is  so  sent 
from  a  zone  into  custom  territory  of  the  United  States  affecting 
imported  merchandise."  Then  tiiey  stop.  I  do  not  know  what  hap- 
pens to  that.  That  cargo  sent  in  has  nothing  to  be  done  with  after 
that;  it  is  fust  s^t  in.  £2itiier  they  ought  to  have  that  out  of  the 
bill  altogether  or  they  ought  to  say  what  becomes  of  the  cargo  when 
it  is  sent  into  the  customs  district.  As  I  say,  we  made  a  veiy  dose 
analysis  and  I  am  biinging  this  to  your  attention  so  if  you  deoid^  to 
put  out  the  bill  you  can  look  at  these  partieuiar  paragraphs  and 
see  where  they  are. 

We  are  not  opposing  a  free  port.  We  have  been  down  here  advo- 
cating a  free  port.  You  will  find  all  of  our  people  are  for  a  free  port, 
but  we  do  not  want  a  monopoly  to  control  free  ports  in  t.hift  country, 
which  is  proposed  in  this  bill  as  written. 

Mr.  Celler.  What  line  was  that,  Mr.  Edmonds? 

Mr.  Edmonds.  Right  here,  line  12  on  page  8.  The  word  "in- 
demnity" on  the  ninth  page  ought  to  be  changed  to  "identity." 

Mr.  Celler.  We  have  already  changed  it. 

Mr.  Edmonds.  Section  10  says: 

The  Secretary  of  the  Treasury  shall  assign  to  the  zone  the  necessary  custom 

{»ffioen  and  guiirds  to  protect  the  revenue  and  to  {wovide  for  the  admission  of 
dreigii  merefiandiie  hito  eustom  Uniimj. 

At  whose  expense?   The  Govemment's~24  hours  a  day. 
They  state  at  the  bottom  of  page  9: 


leaving  a  zone  and  arriving  in  customs  territory  of  the  United  States 
shall  be  aubjeet  to  such  regulatioiia  to  protect  the  nvenue  as  may  be  prescribed 
by  tue  Seoretary  of  the  Treasury. 

We  hsTe  had,  since  the  passage  of  Mb  last  tariff  bill,  a  question 
raised,  When  does  that  ship  enter  the  United  States?  Can  it  go 
into  the  forei^  zone  and  leave  its  goods  thei^  and  get  the  low  daty^ 

When  it  arrives  there  ean  it  carry  the  baliuiee  of  its  goods  it  wants  to 
distribute  at  once  over  to  the  customs  district?  If  Uie  bill  goes  into 
effect  on  the  1st  of  July  and  the  ship  arrives  on  June  29,  where  does  it 
arrive?  At  the  trade  zone?  Is  it  counted  then  it  has  arrived  at  the 
United  States?  Does  the  new  duty  go  on  then?  There  is  nothing  said. 

Turn  to  paragraph  17.  The  Government  is  to  sell,  lease,  do  every- 
thing necessary  to  aid  this  corporation.  To  sell  or  lease  without  com- 
petition? Does  that  meet  your  usual  regulations?  Then  it  goes  on 
further  to  say: 

And  where  the  title  has  not  been  vested  in  a  department  of  the  United  States  the 
Secretary  of  War  is  hereby  authorized  to  make  an  agreement  with  the  oorpoimtion 
for  the  use  of  such  i^roperties. 

In  other  words,  they  are  going  to  take  my  property  and  the  Secretary 
of  War  is  going  to  tell  them  what  they  can  do  with  it  if  I  happen  to  be 
next  door  to  them. 
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Section  IS  instructs  the  Secretary  of  War  to  use  the  right  of  ^ninent 
domain  to  get  properties  for  this  corporation. 

Section  21  sa3's  all  rates  shall  be  fair  and  reasonable.  They  talk 
about  this  being  a  quasi  Government  organization.  Nothing  of  the 
kind.  It  is  a  private  organization  for  gain.  Any  man  can  see  that. 
Any  man  would  be  a  fool  to  go  in  if  he  did  not  go  in  for  gain.  No 
quasi  public  about  this.  There  is  no  supervision  except  what  the 
departments  would  naturally  have  to  give  under  the  Jones  bill  or  the 
Welch  bOi  to  the  organization — except  they  put  it  out  here  in  a  lot  of 
words. 

The  right  of  eminent  domain:  The  Secretary  of  War  can  take  any- 
body's i>roptfty  to  help  along  a  private  corporation.  Fine. 

The  right  of  supervision  of  rates :  Who  will  decide  whetiier  they  are 

just  and  reasonable?   The  directors. 

Section  22 :  No  peraone  shall  be  allowed  to  reside  within  the  zone.'' 
We  had  great  trouble  over  in  the  Ways  and  Means  Committee  in 
regard  to  that.  They  widen  it  out — "except  Federal,  State,  or  muni- 
cipal officers.''  Maybe  that  is  all  right.  But  they  go  further: 
"Agents,  guards,  watchmen,  and  agents  of  the  corporation."  In 
other  words,  the  workmen  can  live  inside.  The  high- tariff  men 
objected  to  the  men  inside  getting  cheap  living  on  high  wages  and  the 
fdlows  outside  not  getting  the  same. 

And  again  in  28:  All  the  Government  authorities  of  every  kind — 
I  guess  the  President  himself — are  ordered  to  kowtow  to  this  corpora- 
tion and  do  anj^thing  they  want. 

Gentlemen,  that  covers  the  ground.  We  want  free  ports.  We 
would  like  to  see  the  Jones  or  the  Welch  bill  passed.  We  would  like 
to  tee  the  Wa^  and  Means  Committee  or  this  committee,  somebody, 
pass  a  biU  of  that  kind.  U  ;^ou  will  do  that  you  will  not  dismmuiate, 
and  wherever  a  ^ort  feels  it  is  willing  to  put  up  the  money  to  try  out  a 
free  port  they  will  do  so. 

Mr.  Ghbistc^hsbson.  Are  the  Jaaea  and  Welch  bills  pending  in 
Congress? 

Mt.  EoMONns.  The  Welch  bill  is  pending  in  the  Ways  and  Means 
Committee  and  the  Jones  bill  is  pending  in  the  Senate.  I  do  not 
know  whether  it  went  before  the  Commerce  Committee,  but  we  had 
it  up  before  the  committee  that  took  care  of  the  tariff. 

Mr.  Christopherson.  Those  provide  for  free  zones? 

Mr.  Edmonds.  They  provide  for  free  zones  in  general.  They 
describe  how  they  are  to  be  handled  and  who  is  to  live  in  them  and 
who  is  not  and  the  general  idea  of  the  free  zone. 

Mr.  Christopherson.  Then  your  judgment  is  that  if  this  bill  were 
enacted  in  its  present  form  it  would  give  a  monopoly  to  the  company? 

Mr.  Edmonds.  There  is  no  question  it  would  give  both  a  monopoly 
and  special  privileges  that  nobody  else  coidd  have.  There  is  no 
question  about  that  at  all,  and  any  man  who  reads  the  bill  can  see  it. 
Under  this  bill,  if  you  passed  it,  if  we  wanted  a  free  port  to  Philadelphia 
we  would  have  to  deal  with  these  people  and  get  the  use  of  thoee 
special  privileges,  and  thesr  would  say,  naturally,  "If  you  were  going 
to  get  the  use  of  these  privileges  you  would  have  to  give  us  50  per 
cent  of  your  stock" — something  of  that  nature,  in  order  to  make 
sure  that  they  have  got  a  control  and  can  say  to  the  Government  "We 
are^  handling  these  spedml  privilegea  that  we  got  iiki&a§^  our  eoipm*- 
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I  would  like  to  answer  any  questions. 

Mr.  Christopherson.  Are  there  any  questions  any  of  the  members 
would  like  to  ask? 

Mr.  HuLBERT.  Mr.  Chairman,  I  would  just  like  to  call  my  fonner 
colleague's  attention  to  one  thing.  He  emphasiEed  in  the  case  of 
page  8,  line  13,  that  ^e  IhII  provioed  that  ''wnen  foreign  modlianijUse 
m  8o  sent  frinn  a  aone  into  custom  territory/'  and  then  he  said  that 
the  thing  stopped  there  and  did  not  make  any  pro\dsion  what  was  to 
iiapp^i  to  it.  I  just  want  to  cidl  his  attention  to  the  fact  that  in  the 
copy  that  was  handed  to  me  here  at  this  hearing  the  omission  that  he 
speaks  of,  which  apparently  was  typographical,  has  been  supplied  so 
as  to  insert  there  tne  words  ''it  shall  be  subject  to  the  laws  and  regu- 
lations of  the  United  States. 

I  merely  mention  that  because  I  assume  that  neither  Mr.  Edmonds 
nor  I  want  to  have  anything  indefinite  so  far  as  the  record  is  concerned 
when  the  facts  are  here. 

Mr.  Edmonds.  I  knew  that  was  a  mistake. 

Mr.  HuLBERT.  Here  is  the  correction. 

Mr.  Edmonds.  I  knew  it  was  a  mistake,  because  it  did  not  mean 
anything.  I  just  want  to  call  attention  to  the  fact  that  what  we  had 
to  go  on  was  this  that  we  had  in  front  of  us.  As  far  as  you  are  con« 
cerned  I  hope  there  will  be  a  lot  more  mistakes  in  there. 

Mr.  HuLBEBT.  Not  as  far  as  I  am  concerned,  but  I  just  wanted  to 
show  you  t^e  copy  I  hare  has  the  correction. 

Mr.  Chbistophsbbon.  Thank  you,  Mr.  Edmonds,  for  the  inform 
Biati<m  you  have  given  us. 

STATBmr  OF  0.  K.  DAVIS,  SECRETARY  OF  TEfi  HATIONAL 

FOUIGH  TBAJDfi  COUNCIL 

Mr.  Davis.  The  Nntional  Foreign  Trade  Council,  for  wlioin  T 
appear,  is  a  voluntary  organiaztion  of  business  men  who  represent 
foreign-trade  interests  all  over  the  United  States  and  who  were 
organized  in  1914  for  the  purpose  of  promoting  the  foreign  trade  of 
the  United  States.  It  is  an  entirely  dismterested  organization,  renders 
no  service  to  its  own  members,  and  is  occupied  only  with  sudi  efforts 
as  it  may  make  in  behalf  of  the  general  foreign  trade  of  iib»  United 

States.  . ,  ^ 

We  are  put  in  a  peculiar  position  by  this  biU.  One  of  we  functions 
of  the  Foreign  TnMe  Coundl  is  to  hold  an  annual  national  foreign- 
trade  convention,  and  fwr  the  last  15  years  this  national  foreign-trade 
convention,  repres^ting  the  foreign-trade  interests  and  enterprises 
of  tlie  country,  have  declared  themselves  very  enthusiastically  and 
en^ihatically  in  favor  of  legislation,  permissive  legislation,  which  would 
permit  the  establishment  and  creation  of  foreign-trade  zones  at  any 
port  where  it  was  desired  by  local  interest  to  establish  such  a  zone. 
We  understand  that  there  has  been  difficulty  in  the  matter  of  securing 
such  legislation  growing  out  of  some  constitutional  provision  with 
which  I  am  not  sufficiently  familiar  to  quote  it,  which  prohibits 
Congress  from  taking  any  action  which  would  establish  a  preference 
in  favor  of  any  particular  port.  So  it  is  necessary,  we  believe,  to 
establish  permissive  legislation  of  the  character  which  is  ^^^^t^J^J 
the  bill  introduced  by  Senator  Jones  in  the  Senate  and  by  the  Welch 
bill  which  is  now  pending  before  the  Ways  and  Means  ConUoMttee; 
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We  are  most  entiiusiastically  in  favor  of  the  establishment  of  foreign- 
trade  zones  as  covered  by  paragraph  B  of  section  1  of  this  bill,  it  is 
the  other  paragraphs,  A,  C,  D,  E,  and  F,  and  the  other  general  pro- 
visions of  the  bill  which  cause  us  to  hesitate  and,  as  a  matter  ol  tact, 
not  be  able  to  support  this  bill  as  it  stands. 

With  all  that  Mr.  Hulbert  said  in  general  with  reference  to  the 
desirabiUty  of  foreign-trade  zones  and  the  importance  of  them  and 
the  effect^  that  they  would  have  upon  our  commerce,  I  am  very 
heartily  in  accord.  I  want  merelv  to  add  one  thing  by  w;ay  of  illus- 
tration. The  nation  of  the  world  which  has  the  largest  foreign  trade-;- 
that  is,  the  largest  ti  ade  with  other  nations,  export  and  maportr- is 
Great  Britain,  and  has  been  right  along.  The  second  nation  is  the 
United  States.  The  volume  by  which  the  total  Bntish  foreign  trade 
annually  exceeds  the  total  United  States  foreign  trade  is  roughly 
equal  to  the  volume  of  the  British  reexport  trade.  It  is  just  about 
the  annual  amount  of  the  trade  that  Mr.  Hulbert  described  as  the 
transshipment  trade.  That  is  a  trade  which  our  traders  and  our 
manufacturers  are  practically  excluded  from  by  the  difficulties  of 
operatmg  under  the  present-day  bonded-warehouse  system. 

It  is  true,  roughly,  that  practically  everything  sought  to  be  per- 
mitted under  the  proposed  foreign- trade  zones  can  now  be  done 
under  the  bonded-warehouse  legislation,  but  it  can  be  done  only 
with  difficulty,  with  delay,  and  with  expense  which  render  the  practi- 
cal doing  of  it  impossible.  If  we  could  have  legislation  that  would 
establish  these  foreign-trade  zones,  then  it  could  be  done  competitively 
with  the  reexport  trade  of  other  nations.  ,  j  u 

There  is  a  question  here  as  to  the  effect  of  this  bill  if  it  should  be 
enacted  as  it  stands,  in  the  form  in  which  we  have  it,  m  the  establmh- 
ment  or  in  the  creation  of  a  monopoly.  As  I  have  read  this  bill  it  is 
not  exclusive.  It  does  not  in  terms  provide  or  confer  an  exdusiye 
privilege  upon  the  proposed  World  Commerce  Corporation,  but  m 
practical  effect  it  establishes  a  nMmopoly  and  nothing  else,  because 
here  would  be  the  situation:  The  moment  that  bill  were  enacted,  if 
Congress  were  to  pass  simultaneously  with  it  and  the  President  were 
to  sign  the  two  bills  together— this  bill  and  the  Jones  bill  or  the 
Welch  bill-— authorizing  everybody  or  anybody  who  was  interested  to 
establish  a  port,  what  would  happen?  If  those  gentlemen  were  a  ert 
and  established  their  location  at  once  and  went  to  the  port  of  Charles- 
ton or  to  the  port  of  Savannah  or  the  port  of  Houston  or  the  port  of 
Seattle  or  whatever  other  port  in  the  United  States  they  should 
desire  and  got  in  there  and  established  their  zone,  how  would  the 
local  interest  be  able  to  raise  the  capital  to  establish  a  competitive 
zone  in  the  same  place?  The  practical  effect,  therefore,  of  this  bill 
would  be  to  establish  a  monopoly.  . 

I  do  not  know  that  I  can  add  anythmg  more  to  the  proposition. 
We  are  very  desiious  of  seeing  legislation  enacted  which  will  pernut 
the  establishment  by  the  local  mterests  as  private  interests  of  foreign- 
trade  zones  at  the  ports  where  such  zones  would  benefit  the  develop- 
ment of  reexport  trade  of  the  United  States.   Thank  you  very  much. 

Mr.  Chkistophbrbon.  Is  there  anyone  else  who  wishes  to  be  heard? 

^  4188^— 31— SEB 17  4 
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STATEMENT  OF  WALTER  J.  PETERSON,  REPRESENTING  THE 
PACinC-AMERICAN  STEAMSHIP  ASSOCIATION  OF  THE  PACIFIC 
COAST 

Mr.  Peterson.  In  the  second  session  of  this  Congress  there  was  a 
bill  of  similar  import  introduced,  known  as  H.  R.  9635.  Our  people 
on  the  Pacific  coast  were  in  opposition  to  this  bill  very  much  along  the 
lines  of  what  former  Cono:ressman  Edmonds  has  expressed  himself. 
However,  since  this  other  bill,  this  H.  R.  14454,  makes  some  changes 
in  the  original  bill,  our  people  have  not  yet  had  a  chance  to  review 
that  bill;  but  representing  them  here  T  would  say  at  the  present  time 
that  the  Pacific  coast  interests  would  be  in  opposition  to  the  bill  that 
you  and  I  are  now  hearing. 

Mr.  CHRisTOPHERfiiON.  Thauk  you. 

STATEXEHT  OF  IVAlf  E.  GOODNER,  LOS  ANGELES,  CAUF. 

Mr.  GooDXER.  For  more  than  a  year  past  I  have  been  chairman  of 
an  informal  organization  known  as  the  National  Foreign  Trade  Zone 
Council.  That  is  composed  of  representatives  largely  of  the  ports  of 
the  United  States  and  of  some  civic  organizations.  ^  We  have  been 
making  a  most  intensive  study  of  foreign  trade  zones  elsewhere  and  of 
the  reasons  why  legislation  could  not  be  heretofore  enacted  authorizing 
such  zones  in  this  country.  Those  studies  are  still  in  progress. 
People  working  upon  them  are  public  servants,  engineers,  merchants, 
pubuc  authorities,  who  are  more  or  less  expert  in  that  line;  and  we 
feel  that  it  is  an  attempt  at  this  time  by  private  interests  to  take 
advantage  of  the  growing  sentiment  for  foreign  trade  zones  which  has, 
posfflbly,  led  to  the  introduction  of  this  bill. 

Last  summer  I  visited  the  authorities  in  Seattle,  Portland,  Tacoma, 
San  Francisco,  Los  Angles,  New  Orleans,  and  practically  all  of  the 
eastern  ports  fioiu  Newport  News  to  Norfolk,  up  to  Baltimore, 
Philadelphia,  New  York,  and  Boston,  and  I  find  a  practical  agreement 
of  sentiment  that  the  opening  of  foreign  trade  zone  privileges  should 
be  under  a  general  authorization  by  the  Government  giving,  if  any 
preference  is  given,  the  first  right  to  the  locally  constituted  port  auth* 
orities.  Most  of  the  ports — not  all  of  them — but  most  of  the  ports 
are  incorporated  with  privileges  and  powers  which  enable  them  to 
raise  funds  and  disburse  funds  independently  of  the  taxing  privileges 
of  the  municipaUty  itself.  That  is  particularly  true  on  the  Pacific 
coast.  In  enables  those  ports  in  due  time,  if  the  Federal  Government 
gives  the  authority,  to  create  free  trade  or  free  transshipment  zones 
of  the  character  desired,  of  which  the  ports  themselves  and  all  mer- 
chants may  take  advantage. 

^  Another  minor  point  is  this :  To  a  large  extent  the  delays  in  ship- 
ping which  have  been  to-day  attributed  to  solely  customs  regulation 
are  jointly  due  to  the  health  inspections,  the  customs  inspections, 
the  prohiMtion  inspections,  and  various  other  matters  which  every 
ship  entering  the  United  States  from  abroad  has  to  submit  itself  to 
in  any  eyent.  Those  thin^  will  stall  be  imposed  upon  a  ship  regard- 
lees  of  whether  that  ship  is  entering  a  monopoly  port,  a  wee  port, 
zone,  or  whatever  you  may  designate  its  destmation.  Those  things 
must  apply  anyhow  under  the  general  laws  of  the  United  States. 

I  have  been  in  touch  with  the  Treasury  Department,  with  the 
health  inspection  service,  with  the  Customs  Bureau,  with  aU  the 
other  bureaus  having  to  do  with  inspection  of  aniying  <Hr  departing 
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ships  and  thev  tell  me  without  exception  that  the  same  difficulties, 
so-called  red  tape,  will  be  exerted  and  must  be  untied  against  a^ship 
entering  a  free-trade  zone  with  the  single  exception  of  goods  being 
held  up  pending  sampling  and  appraisal  and  the  assessment  of  duties 
which  thev  now  have  to  do  before  going  into  a  bonded  warehouse. 
We  therefore,  on  behalf  of  mv  association,  record  a  protest  at  this 
time  of  this  bill  being  enacted  prior  to  the  Congress  itself  havmg 
formally  passed  upon  either  the  Jones  or  the  Welch  or  some  smailar 

Mr.  Yates.    Do  you  advocate  one  of  those  bills? 

Mr.  GooDNER.  We  are  advocatmg  at  the  present  time  the  Jones 
bill  with  some  very  slight,  minor  modifications. 

Mr.  Christopherson.  Thank  you,  Mr.  Goodner.  Does  anyone 
else  here  wish  to  be  heard  on  this  question?  ,  ,       u  n 

Mr.  HuiiBERT.  I  would  like  to  ask  if  it  is  not  a  fact  that  this  biU 
in  substantially  this  form  was  mtroduced  m  1922. 

Mr.  Davis.  It  was.  , .  ,    ,    ,  u  j 

Mr.  HuLBERT.  That  is  the  one  upon  which  the  hearmg  was  had 
in  1923.    When  was  the  first  Jones  bill  introduced? 

Mr.  Goodner.  It  has  been  coming  in  various  forms  a  number  ot 
years.    I  do  not  know  the  first  date.    At  least  eight  years. 

Mr.  HuLBERT.  That  would  be  about  1923. 

Mr.  Christophekson.  The  committee  will  give  this  matter  lurther 
consideration.    File  your  brief,  Mr.  Hulbert. 

If  there  is  nothmg  further,  the  coiimiittee  will  stand  adjourned. 

IKCOSPOaATINO  DIBECTOB8 

Robert  L.  Luce,  11  Pine  Street,  New  York,  N.  Y.,  former  justice  of  the  Su- 
preme Couit  of  New  York  City.  ,  ^  „    tt  + 

Horace  B.  Rogers,  Virginia  National  Bank  Buildmg,  Norfolk,  Va.,  president 
H.  B.  Rogers  (Inc.),  warehousing  and  shipping.    ^ ^      ^.  ,  . 

Eugene  Mackey,  Franklin  Trust  Bundmg,  Franklm,  Pa.,  attorney  at  law. 

Harry  H.  Atkinson,  Reno,  Nev.,  United  States  attorney,  State  of  Nevada. 

I^nard  D.  Smith,  Nashville,  Tenn.,  attorney  general.  State  of  Tennessee. 

Upon  the  passage  of  the  World  Commerce  Corporation  bill  (H.  R.  14454)  the 
following  will  be  elected  on  its  board  of  directors:       ^     .    .  _  . ,    ,  . 

Harry  J.  Steinbreder,  1239  Delaware  Avenue,  St.  Louis,  Mo.,  president  and 
director,  Fulton  Iron  Works  Co.  and  Fulton  Finance  Corporation,^  director, 
Lacelade  Steel  Co.,  St.  Louis,  Mo.;  chairman  of  B^  Beechler  Steel  P/o^tsCcL; 
director,  Mancha  Storage  Battery  Locomotive  Co.,  and  St.  Louis  »truci»irai 
Steel  Co 

Theodore  R.  Dahl,  Ctevelailtt,  Ohio,  chairman  of  board.  White  Motors  Cor- 

^Murray  M.  Baker,  Commercial  National  Bank  Building,  Peorm,  lU.,  pre^dent 
and  director,  Caterpillar  Tractor  Co.,  director,  Merchants  &  lUmois  National 
Bank  and  Home  Savings  &  State  Bank;  owner  Brook  Hill  Farms 

Otto  H.  Falk,  Milwaukee,  Wis.,  president  and  director,  AUis  Chalmers  Manu- 
facturing Co.;  vice  president  and  director,  the  Falk  Corporation  and  the  Jalk 
Investment  6o.;  dfrector,  First  Wisconsin  National  Bank,  First  Wisconsin 
Trust  Co.,  First  Wisconsin  Co.,  Granite  City  Street  Co.,  Wisconsin  Telephone 
Co.,  Milwaukee  Mechanics  Insurance  Co.,  National  Enamelmg  &  btampmg  Co., 
and  Claybourn  Process  Corporation.  ^      a  u    t»o«i       rr>  • 

Edwin  A.  Cudahy,  Chicago,  lU.,  chairman  of  board  Cudahv  Packmg  Co  , 
director,  Continental  lUinois  Bank  &  Trust  Co.,  treasurer  Red  Wing  C^.  (Inc.). 

J.  Graham  Brown,  Louisville,  Ky.,  president  and  director,  W.  P.  Brown  & 
Sons  Lumber  Co.,  Brown  Florida  Lumber  Co.^  Brown  Bros.  I^nd  &  Lumb^Co^ 
Brown  Realty  Co.,  Brown  Hotel  Co.,  Mobile  &  Gulf  Railroad,  Ko«jii»ko  £ 
South  Easteni  Raflroad. 

(Whereupon,  at  4  o'clock  p.  m.,  the  kearing  was  oonduded.) 
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